uses a 
i .ue 


Eastern Europe ', 
Euro anrives like 
abort from the blue 
Page 3 . 
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Indonesia still 
suffers corruption 
says World Bank 

World Bank Jentfing to Indonesia 
js stlH subject to ‘significant 
leakage' because of . corruption, 
according to an internal World 
Bank memo, which suggests 
teian& remain pray to theprob- 
fems experienced under the 
Suharto regime. Rags 16; Bank- 
ruptcy law underfire. Page 5 - 

Ydtsm sacks aides 
AiHng Russian president Boris 
Yeltsin briefly curtailed Hs conva- 
lescence to carry out the surprise 
sacking of lour of his senior staff 
before returning to his hospital 
bed. Europe, Page.3 

Challenge for Beirut 
Lebanon’s new government wffl 
this week draft a statement 
designed to convince investors 
that Beirut can introduce social 
and administrative reform whBe 
bringing down the budget defies. 
International, Page 4 

knetda seeks $12Abn 
Imafda Marcos, widow of the 
Philippine dk^ator Ferdinand 
Marcos, has launched a legal 
battle to reclam more than • . 7 : 
500bn pesos (Sf2.8bn) of assets : 
allegedly entrusted by her . 
husband to a series of cronies. 
Asia-Pacific, Page 5 . 

Iran gets drags all-clear 

US President Bill Clinton 
removed Iran from an official fist 
of drug problem countries after 
concluding it. had.' done enough 
to eradicate opium popples. 
International, Page '■ 

Nigerian centrists victorious ' 

A coalition of centrist pofibcans 
who cane together to oppose ' 
military rate in Nigeria imtW the 
late Sani Abacha Has won sl . 
landslide victory in tocalgovem- 
ment polls. Intern a tional, Page 4 ■ 

Cook backs duty free sales 

UK foreign secretary Robin Cook . 
threwhis political weight behind 1 . 
acampalgnto delay . next yew’s - ' 
tanhinatfon- of duty free sales . 
withln.the 

Papaienroy toOS 
ThePofWhiimWAfcfi^iop , 
Gabriet Montalvo, S o8-year-Okf ■, 
Colombian Whohead&the^ ' ] 

Vatican’s diplbnteticschpo^ as, 
the Hedy See's ambassador^ . 
the us; '• •- 

Turkish PM staBad 
BOIent Ecevtt, Turkey’s prime 
minister designate, fated to make 
progress in hte attempt to form a 
new government escckiding tee 
country's Islamist party. 

Europe, Page 3 _ 

Cancer screenkig breeUbnmgh 

Scientists at Cambridge in . 
England have developed a test - 
Ibr cervical cancer that picks out 
abnormal ceOs more dearly than . 
the existing error-prone screen- 
ing system. Britain, Page 8 

Resistance hi Kosovo 

US-led Intervention in Serbia's 
Kosovo province is running up 
against resistance from both the 
Belgrade reglmaand ethnic 
Albaniansecesslonlsts. 

Europe, Page 2 . - 

$ISm rent for 0E2 

Cruise line Cunard alms ta spend 

$15m on refitting the Queen -• 

E1feabeto2 next yem;as partofa■■ 

$60^T^■$70m revamp of its fleet 
Britain, Page I t 

Data dispute looming 
The EU and the US could be 
pushed into a data protection;, 
trade war that would dwarf the 
row over bananas,; say EU . 
officials. Trade, Page 7 _ 


Blow for Deutsche-Bankers Trust deal 


Europe to bear toe 
brunt as auto group 
cuts 2,800 jobs 

Lear Corporation, one of the 
largest US stgjpfiers of auto 
interiors, ts to axe more than ' 
ZBOd jobs in an effort to cut ' 
costs. Moist of the job losses arid 
plant closures will be in Europe,' 
where about 15 sites wffl shut 
Companies and Markets, Page 
17?" Corporate axe faUs on 
Europe, Page 2i 

Qencore, the Swiss-based 7 . 
commodities trading group', is 
taking over the management 
of an aluminium plant in Monte- 
negro, In a deal that would in 
effect give it control of half of the 
small Yugoslav republic's econ- 
omy. European news^-Page 2 

Bectrickfade de Portugal, the 
Portuguese national power utility, 
forecast revenue would faB by up 
to 'Es40bn ($233m) in 1998 due 
to tariff cuts announced by an 
independent regulator. Inter- 
national companies, Page -18 

Renault, the French group. has 
placed the sole bid to secure a 
majority stake in Dacia; the 
Romanian carmaker. Interna- 
tional companies. Rage 18 - 

A consortium led by Sema Group, 
the i Anglo-French company, has 
won a contract, estimated at 
$500m to supply information 

technology servipas for the 
Ofyrrqfic Games from 2001 to 
2008. UK companies, Page 22 

Sony Music has instructed its 
record labels to ensure that a 
range of online rights are • 
included inartists’ recording 
contracts. Trade, Page 7 

PhUppine Akfines 1 receivers have', 
outified a. recovery plan involving 
an equity Injection of up to 
5240m and debt moratoriums by 
creefitors. Asia-Pacific com- 
panies. Page 20 

GKN, foe UK engineering and 
aerospace cpmpany.isto pay 
$55Sm ter Interjake, a leading US 
maker of powdered metals and . 


and 

-- Jto^Taccased • , 

t^jiSgpyernr^^ . 

| to de&t&ijte compar^ US- 
aeym, PaQe Ti^SiMy opops :V 
access; to Java, Page.*! • . . • . 

Sbto-ix,tee New ^ewbo-basad . 
oil is seek- 

ing damages against Deutsche 

BanRandseveraJarbskfiaries 
over arvalleged 'piartet manipula- 
tion schema., US news, Page 6 ' 

Sham In Panatavite Greek- 
mobile telephone operator, . 
jumped 252 per canton their 
trading debut oritbe Athens 
stock exchange^ International 
companies, Page 18 

Bakrte & Brothers, an Indonesian 
conglomerate, said American, 
international Group and .Chase 
Manhattan Barfc had accepted 
1 3152m of Iridium shares in pay- 
ment of $250m of debt Inter- 
1 national companies. Page 18 

j AngtogoM of South Africa has ■ 

1 agreed an prinoptetobuy tee 
gold miriirig and wploration 
i interests of its sister company, 

: Mtooreo; ter $550miCompanfes 
aridMark0ts,Page17 


By John Autos In Hoar York 

Deutsche Bank’s . planned 
takeover of Baiakans Trust faces a-, 
serious , dellay after AlanBevesi, 
the financial comptroller of New 
York C3ty, add it should not be 
approved •fonittt “all claims' 
agaajst' Deutsche on Hfflocaust- 
related issues are dealt with and 
resolved™, .'. 

. ’ Mr Tfevesi led the co-ordinated 
. threat ef sanptions by US pension 
ftmdsQiat earlier this year forced 
the two Ingest Swiss hanks into 
a tL25bn settlement With Holo- 
caust victims. He refused to rule 
out using the same measures 
against Deutsche, which has 
been sued in the US over its rale 
to handling stolen gold during 
the war., 

TJS campaigners on behalf of 


Merger plan faces delay : over Holocaust-related claims 


Holocaust victims Indicated that 
they were determined to use the 
Deutsche-Bankers Trust merger 
- thie largest cross-border acqui- 
sition of a US finargiai institu- 
tion - to' help force a global reso- 
lution of the Claims against 
German banks and industrial 
companies. Deutsche Bank did 
not comment yesterday. 

ifichari Hansfeld, the Washing- 
ton lawyer who took a leading 
rote in the class action lawsuit 
against the Swiss banks, said 
.there was “no chance 11 of the 
takeover being approved without 
an agreed settlement with Holo- 
caust victims. 

But he was optimistic a settle- 
ment Involving Deutsche could 


be negotiated within six months, 
which is a normal timo^pan for 
completing a OS bank merger. He 
said this, would involve a series 
of conferences in Europe that 
would also cover the issues of 
slave labour and insurance. 

The World Jewish Congress, 
which has led the campaign to 
the US over the issue, said it bad 
already held talks with Deutsche 
officials. Elan Steinberg, the 
organisation’s executive director, 
said: “We haven't called for the 
blocking of the merger, and we 
will decide what to recommend 
in the next two weeks.* 

The merger would need to he 
cleared by both the New York 
State Banking Department, a 


political body appointed by the 
governor, and by the Federal 
Reserve. The banking depart- 
ment did not comment yesterday, 
citing its policy of avoiding pub- 
lic comment on regulatory issues. 

Earlier this year, the banking 
department delayed the merger 
of UBS, the largest Swiss bank, 
with Swiss Bank Corporation for 
several months white it waited 
for assurances that the banks 
would reach a settlement with 
Holocaust victims. 

State banking regulators only 
cleared the deal after being 
advised by the World Jewish 
Congress that a settlement with 
the Swiss banks would be forth- 
coming. This was followed by an 


acrimonious dispute between the 
banks and the lawyers over what 
had been promised. 

Mr Hevesi refused to rule out 
co-ordinated sanctions against 
Deutsche, although he made 
dear he did not want to threaten 
such action “unless we have no 
other choice". The planned sanc- 
tions against the Swiss banks 
included barring them from bond 
underwritings, and divestment 
by state pension funds of all 
shares in Swiss companies. 

He had written "as a share- 
holder" to 19 European banks 
and insurers outside Switzerland, 
urging them to resolve claims 
made against them by Holocaust 
victims. He said: "Twelve of 
those companies have responded. 
Interestingly, Deutsche Bank is 
not one of them.” 
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Costs threaten EU 
farm reform plans, 
says watchdog 
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ip totaflf^wMhtM wsaponalwpactora. Report Page 4 ' Picture: AP 


By Ifichael Smith aad 
Peter Norman in Brussels 

The cost of European Union 
plans to reform farm policy could 
be higher than predicted and 
could put "the whole reform at 
risk", according to the EU’s 
financial watchdog. 

The report by the European 
Court of Auditors - to be pub- 
lished this month - comes at a 
politically sensitive time. More 
member states now argue that 
form reforms suggested by the 
European Commission, the EU's 
executive branch, would increase 
spending too mudi. 

The Court of Auditors' opinion 
that the Commission may be 
under-estimating reform costs 
will increase pressure for limits 
to EU spending at a summit of 
heads of government in Vienna 
tins week. Hie. summit is dne to 
discuss ihe proposed Agenda 2000 
reforms of EU finances, the form 
.budget and structural funds, 
ahead of the union’s enlargement 
to the east. 

Joschka Fischer, the German 
foreign minister, yesterday 
underlined the priority Bonn 
attached to reducing its big 
DM22bn <S13-I7bn) net contribu- 
tion to the budget and to agree- 
ing on Agenda 2000 as a condi- 
tepped up I tlon for enlargement 
rea fafown 1 Farm spending accounts for 
Picture: AP I nearly half the EU’s annual bud- 


get of Ecu 85bn. The planned 
reforms will Initially raise costs, 
but wfll reduce the cost of the 
Common Agricultural Policy over 
time. 

The court takes the Commis- 
sion to task for farm reform pro- 
posals that contain "few innova- 
tions and are not sufficiently 
wide-ranging”. It is critical of 
Commission assumptions on 
world prices and demand for agri- 
cultural products, that It beheves 
may be over-optimistic. It sug- 
gests wealthy formers are receiv- 
ing too much support and overall 
spending should be cut 

The court's main concern is 
that prices guaranteed for EU 
arable crops will be below world 
market levels. If this happens, 
exports would be constrained by 
agreements with the World Trade 
Organisation and surpluses 
would have to be bought by EU 
authorities. "In this pessimistic 
scenario, the budgetary cost 
would be high . . . thereby putting 
the whole reform at risk,” it says. 

It also believes the Commis- 
sion’s assumptions of growing 
demand for beef and milk are too 
optimistic. . “Any measure which 
could lead to increased produc- 
tion should be avoided," it says, 
adding that the Commission 
should review the milk quota sys- 
tem that limits output and 
should encourage competitive 
formers to be self-sufficient. 
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DUTY FREE SALES CAMPAIGN TO REVERSE EU DECISION GAINS MOMENTUM 


UK call to delay termination 


By Peter Norman in Brussels 

Robin Cook. UK foreign 
secretary, yesterday threw 
his political weight behind a 
campaign to delay next 
year's termination of duty 
free sales within the Euro- 
pean Union, Just one week 
niter Gordon Brown, the UK 
chancellur. warned that it 
stood little chance of suc- 
cess. 

In a mo io that saw 
remarkable harmony among 
countries recently at odds 
over taxation. Mr Co ok was 
supported hy the foreign 
ministers of Germany. 
France. Ireland. Spain and 
Luxembourg in calling far 
an “imaginative and cre- 
ative" solution that would 


stay the planned July i end- 
ing of duty free sales in 
Europe. Only days alter the 
British government had 
sworn to defend its veto in 
tax matters against German 
and French calls for more 
majority voting. Mr Cook 
called for the reversal of a 
decision reached unani- 
mously among EU member 
states seven years ago. 

Duty free sates, he totd fel- 
low EU foreign ministers 
over lunch, was “a very 
important issue for the Brit- 
ish public”, in terms of popu- 
lar perceptions it was the 
issue “of the greatest Inter- 
est" to the average Britain 
on the EU agenda this year. 
An end to duty free sales 
inside the EU would cost 


jobs, push up the cost of 
travel and be “hugely 
unpopular", he said. 

The foreign secretary's ini- 
tiative followed recent rever- 
sal by the new Bonn govern- 
ment of German opposition 
to duty free sales and calls 
from Gerhard Schroder, the 
German chancellor, to pre- 
serve duty free “butter trip" 
boat journeys from Ger- 
many's northern coasts. The 
French government has also 
become a keen supporter of 
duty free sales following 
complaints tram a MP for 
the English Channel port of 
Calais. France, with Ger- 
many. raised the issue w r hen 
EU economics and finance 
ministers met last week. 

The latest high powered 


interventions are designed to 
reverse a decision originally 
taken by EU member states 
as part of the creation of the 
Earopean single market. 
They also follow heavy lob- 
bying by duty free retailers. 

Mr Cook's remarks drew a 
scathing response from 
Mario MoDti. the EU com- 
missioner responsible for the 
internal market. He said 
duty free sales obliged EU 
consumers to subsidise duty 
free outlets and recalled that 
at last week’s finance minis- 
ters' meeting nine out ‘of 15 
E(J states decided to support 
its elimination. 

It was after that meeting 
that Mr Brown warned the 
press against raising expec- 
tations that the end of duty 


free could be delayed. 

Mr Monti said a reversal q£ 
the duty free decision would 
have “very serious implica- 
tions" for the EU. ft could 
mean the. Commission's 
efforts to establish, rules - 
a gains t - unfair * competition 
in company taxation would 
be doomed to similar failure. 
• Hopes that last week's 
transport accord between 
the EU and Switzerland 
would lead to acceptance of 
a wide ranging co-operation 
pact this week foundered 
yesterday when France 
objected to giving Swiss air- 
lines the opportunity' to fly 
from one EU country to 
another without first 
starting their journeys in 
Switzerland. 


Bonn to speed < 
corporate taxes 


cut in 




KOSOVO PEACE EFFORTS CRITICISED BY ALBANIAN SECESSIONISTS AND BELGRADE 


Warnings to west over intervention 


By Guy Unmore in Belgrade 

US-led intervention in 
Serbia's Kosovo province is 
running up against resis- 
tance from both the Bel- 
grade regime and ethnic 
Albanian secessionists, rais- 
ing the question of safely for 
2.000 unarmed international 
monitors to be stationed in 
the conflict-ami'. 

As French troops moved 
Into neighbouring Macedo- 
nia to set up a Nato-led force 
tliat would rescue monitors 
in event of trouble, official 
Belgrade newspapers carried 
a warning to the west 


against deeper involvement 
in Kosovo and of the nsk of 
renewed war. . 

“If the peace process is 
established no one will be 
jeopardised, including the 
verifiers.” Serbian deputy 
prime minister Tomislav 
Nikolic said. 

“But if Albanian terrorists 
are allowed to strut around, 
murder, kidnap, we shall 
have to conduct the same 
action again as this summer 
but this time we shall go to 
the end regardless of what 
others think. 

“If the West - Americans. 
Germans. French and British 


- think there should be 
peace in Kosovo. . . they 
should not send their troops 
to Macedonia," Mr Nikolic 
said. 

Belgrade has warned Nato 
troops they wifi be treated as 
occupiers if they try to enter 
Kosovo and maintains that 
the 1.800-strong force to be 
based in Macedonia was not 
part of the deal made in 
October between Yugoslav 
President Slobodan Milos- 
evic and US envoy Richard 
Holbrooke. No written text 
of their agreement, which 
averted the threat of Nato 
air strikes, has been pub- 


lished. France sent 120 
troops to Macedonia yester- 
day after an advance group 
of 40 on Sunday. 

Nato leaders have 
expressed fears of the likeli- 
hood of renewed war in Kos- 
ovo in the spring if US-led 
efforts to broker a political 
solution break down. But 
diplomats said the warning 
by Mr Nikolic. a member of 
the ultra-nationalist Radical 
party, appeared mostly 
aimed at an increasingly 
sceptical Serbian public 
which believes the Milosevic- 
led government has gambled 
Kosovo away. 


US efforts to And a lasting 
political settlement for Kos- 
ovo have also met with criti- 
cism from the Albanian side. 

Fehmi Agani, head of the 
Kosovo Albanian negotiating 
team, yesterday rejected the 
latest draft plan presented 
by US mediator Chris Hill as 
being too dose to the Ser- 
bian position. The previous 
draft had been thrown out 
by the Serbian side as giving 
too much autonomy to Kos- 
ovo, placing it more within 
the institutional framework 
of federal Yugoslavia, rather 
than within the republic Of 
Serbia. 



WE CAN TRACE OUR LINEAGE 
TO A COTTAGE IN THE COTSWOLDS. 
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ByBwfericfc Stfldemam and 
Ralph Alldns h Bon o 

German business yesterday 
won a pledge from the gov- 
ernment that a proposed cut 
in the corporate tax rate 
woUidbe brought forward to 
January T 2000, two years 
earlier thaw planned by the 
finance ministry. 

The pledge was greeted by 

business leaders as the most 
positive result . of yesterday’s 
inaugural meeting of chan- 
cellor. Gerhard Schroder’s 
“alliance for jobs", one of the 
central planks of his -Social 
Democrat-led government 

Jheter Hundt, head of the 
federal employers associa- 
tion, said the proposal to 
bring forward a significant 
cut In corporate tax rates, 
was "an extraordinarily 
important sign" that the tri- 
partite talks between 
employers, trade unions and 
the government could lead 
to real improvements for 
business. The alliance also 


agreed to establish «ight 
working groups charged 
with finding ways to boost 
employment and improve 
c o ndit ions for investment in 

Germany. The working 
groups are to report back to 
the next meeting of the alli- 
ance inFebruary. 

•A cut in corporate tax 
would be a significant com 
cession to business. As. part 
of its general tax reform the 
gove rnme nt originally pro-, 
posed cutting corporate tax 
from 48 per cent to 35 per 
cent. in 2002 - overall eco- 
nomic conditions penxutting- 
Over 70 tax loop-holes and 
writeoff possibilities are" to 
be closed or scrapped to 

- finawftw tax CUtS. 

Mr SchrOder yesterday 
cautioned that the proposal 
to bring forward the cut was 
gHn dependent on economic 
conditions. But one of his 
chancellery ministers was 
emphatic that "unless the 
heavens cave in" the cut 
would be brought forward. 


The agreement .'came 
against the background of 
gross domestic product fig- 
ures last week thht showed 
an unexpectedly- strong 
increase-' of 2L8 per cent in 
the three months to Septem- 
ber compared with a year 
before. But finance ministry 
statistics yesterday showed 
incoming, orders in manufac- 
turing dropped by '2.5 per 
cent in. October compared 
with the previous month, 
fuelling expectations of a sig- 
nificant slowdown in overall 
economic growth the fourth 
quarter. Foreign orders were 
down 3.4 per cent and 
domestic orders by 2 per 
cent Separate figures yester- 
day showing a 1 per cent rise 
in industrial production for 
October compared with the 
previous month did little to 
dispel expectations of a slow- 
down. October's figure fol- 
lowed month-on-month' 
declines of OS per cent and 
2.5 per cent tn August and 

September respectively. 


Swiss company takes control of 
Montenegro’s sleeping giant 


Five-year deal means 
economy of the small 

G lencore, the Swiss- • 
based commodities 
trading group, is taking 
over mnnwgAmartt of an alu- 
minium. plant in Montene- 
gro, tn a deal that would in . 
effect give it control of half 
the economy of the small. 
Yugoslav republic: 

Glenoore 's bid lor a five- 
year contract to run the 

bankrupt e nt erpris e has mo- 

voked strong objections from 
the British and US govern- 
ments. which are aiding 
Montenegro's privatisation 
programme. It also went 
1 against advice given by 
Credit Commercial de 
France, the French bank. 

Western diplomats and 
members- of Montenegro’s 
coalition government' are 
concerned that the a pal , con- 
ducted in secrecy without an 
open' tender, could involve s 
local trading company with 
close ties to Montenegro's 
ruling circles. 

On October 7, when fed- 
eral Yugoslavia was under 
threat of Nato bombardment 
because of Serbia's crack- 
down in Kosovo province. 
Glenoore and the state own- 
ers of Kombinat Alumini- 
juma Podgorica (KAP) 
signed a preliminary agree- 
ment. The Swiss group, 
among the world’s largest 
aluminium traders, is to be 
paid a minimum of $im a 
year to run the vast complex 
and can set a timetable for 
privatisation in which it 
would have the right of first 
refusal. Glencore can also 
sell any KAP assets without 
any need for government 
approval. 

Robert Stone, consultant 
for Britain’s official Know 
How fund, complained the 
deal was weighted too much 
in Glencore’s favour. He said 
the contract raised "consid- 
erable concern” and 
appeared to be a weakening 
of Montenegro’s commit- 
ment to transparency in its 
privatisation process. 

In a memo sent to the 
Montenegrin government on 
October 26. Mr Stone listed 
various issues that had to be 
clarified before he could rec- 
ommend to the Know How 
fond to continue its techni- 
cal assistance to Montene- 
gro. USAID, the aid agency 
of the US government, has 
also raised objections. ' 
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Glencore will, in effect, manage half the 
Yugoslav republic. Guy Dinmore reports 

described the deal as “not 
good enough". 

In a memo sent on Septem- 
ber 9, Mr Postel-Vmay said 
Glencore’s proposed contract 
was unacceptable. He said 
he would contact 15 major 
aluminium companies world- 
wide and ended by warning; 
"A quick and bad deal with 
Glencore may have at the 
end a worse impact than a 
temporary closure of KAP." 

Government officials say 
Glencore, a long-term cus- 
tomer of KAP, was the 
plant's major creditor, but 
this has been disputed by 
(^encore dWwffly Strothotte foreign analysts and mem- 
bers of the Social Demo- 
The future of KAP is cru- cratic party (SDP). a partner 
cial to Montenegro's sur- in the coalition that makes 
vivaL Living standards are up the Monenegrin govem- 
deteriorating under the ment Nebojsa Medojevic, an 
impact of international sane- SDP economist, said he had 
tions imposed on federal seen documents in June that 
Yugoslavia and the isolation- showed Vektra, a local fadd- 
ist policies of Slobodan Mil- ing company, owned most of 
osevic, Yugoslav president. KAP’s debt. 

The aluminium refinery, “We are afraid this Is 
with technology supplied by back-door privatisation," he 
Pechiney of France, has a told the FT. The SDP and 
capacity of 280,000 tonnes a western diplomats have 
year and had total alumin- demanded to know whether 
ium production of 78,000 Glencore has acquired RAP’s 
tonnes in 1997, according to debt from Vektra. whose 
a report by Credit Commer- owner is said to be close to 
dal de France. the Montenegrin president. 

Montenegro is believed to Milo Djukanovic, 
have the largest reserves in Defending the deal, gov- 
Europe. outside Russia, of ernxnent officials said the 
bauxite - the raw material contract was conditional on 
for aluminium. KAP con- both sides agreeing on Glen- 
snmes GO per cent of Monte- core's business plan for KAP 
negro’s electricity output that would involve debt 
and is the largest customer restructuring and a fresh 
of the republic's railroads line of credit, possibly from 
and of the seaport of Bar. As Standard Bank, 
a result, the plant accounts Tm not saying the deal is 
for more than half Montene- excellent or brilliant but I 
gro’s economy and foreign am sure the objections of the 
exchange earnings, govern- Know How fund were misln- 
ment officials said. formed," commented Vojin 

Credit Commercial con- Lazarevlc, a senior aide to 
eluded that although KAP the government, 
was bankrupt, with total Government nffiniafc corn- 
debts of some S200m. with plained that the interna- 
additional investment of tional community, while 
Siam operating costs could pledging political support for 
be reduced SUOO per tonne Montenegro in its struggle 
of aluminium, below the with Serbia, was ignoring 
world average. It recom- the small republic's eco- 
mended a public tender for nomic crisis. An open ten- 
prtiratiMtlon of KAP. or a der. they said, would have 
n^gemmt contact. led to long delays. In defence 

r« P m t 2’X ina £ , of of deal “toy a* 550 881(1 

Credit Commercial said the that for the first time in 10 
government by-passed him years - with KAP already 
hiS adWce - under Glencore’s manage- 
lnto secret talks ment - the complex has 

DreUrSIfilS 5 ?' S1gnin& the storied paying its bills for 
preliminary agreement He bauxite and electricity 
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By Cartotta fiafl artrf 

Awfeew Jack in Moscow 

Boris Yeltsin, Russia’s ailing 
president, yesterday briefly, 
curtailed bis convalesc ence 
to carry out the surprise 
sacking of four of senior 
staff before returning to -his 
hospital bed. 

In a gesture seen as an 
attempt to show be retains a 
firm grip an . power despite 
bis fragile health, Mr YeUsin 

replaced Valentin 
Yumashev, his influential 
chief of staff, with Nikolai 
Bordyuzha, a fo rmer head of 
the Russian border guards. 

' Mr Yeltsin's spokesman 
said the action reflected his 
frustration over fefiprf eff orts 
to tackle corruption, extrem- 
ism and separatism. Mr Yelt- 
sin also said he was placing 
the tax department and jus- 
_tice ministry directly under 
his contrdL 

He was shown on Russian 
television looking in reason- 
able health but he was 
forced after only three hoots 
to return to hospital, where 
he has spent the last two 
weeks being treated far what 
aides say is pneumonia.- • 

The reshuffle was wel- 
comed by many of the coun- 
try's politicians, who argued 
that the metating administra- 
tion had proved weak and 
made significant errors. But 
they placed much of the 
blame on Mr Yeltsin. "What 
we need is a change of the 
man at the top." said Gen- 
nady Zyuganov, leader of the 
Communist party. 

Dmitri Trenin, of the Car- 
negie Institute in Moscow, 
said: "It is a demonstration 
of power more than any- 
thing:” He added that replac- 



Wcotai BofOyuztia: a former baod oftia Runetai border guards fiP 


ing. Mr Yumaishev would 
change the channel for 
access to Mr Yeltsin but it 
would not change the under- 
lying fact that Mr Yeltsin 
was a much weakened fig- 
ure. ‘‘His weakness is 
already long-term and such 
small tactical moves have ho 
retd influence. The centre of 
power is no longer based in. 
Yeltsin’s entourage.” 

Separately ' yesterday, 
-early results showed that 
democratic parties made a 
strong showing in Sunday's 
local election fn St Peters- 
burg, which had been 
marred by intimidation, vio- 
lence and attempted vote rig- 
ging. Turnout was higher 
than usual for the poll, 
which came just two weeks 
after the murder of Gafina 
Starovoitova, a touting dem- 
ocrat. who was gunned down 
outside her flat in the city . . 


None of the candidates of 
Starovoitova’s party won in 
the poll but some 30 candi- 
dates contesting over the SO 
seats in the town assembly 
are from riemnCTat fc- pa rti* 1 *. 
including 22 from the 
Yabloko faction of Grigory 
Yavlinsky. A second round 
te due an December 20. . 

• Britain and four other 
European Union members 
yesterday voiced concern 
that proposed consignments 
of food aid to wight 

not reach their destination 
and suggested that an inde- 
pendent third party should 
be charged with ymniffmng 
the scheme, Peter Norman 
reports from Brussels. 

The warnings, put forward 
yesterday by the UK, the 
Netherlands, Finland, Swe- 
den and Denmark,, followed 
discussions on EctriOOm 
0468m) of food aid. 



cuts across the rules 



ECB watch 


By Wotfga og MGnchan • : 
hi Frankfurt 

Last week’s co-ordinated 
interest rate cut by 11 cen- 
tral banks was hailed as a 
courageous start for . eco- 
nomic and. monetary union. 
But what did it soy about 
monetary policy In the ; euro- 
zone and about the transpar- 
ency of that policy under the 
new regime? 

The rate cut had no obvi- 
ous justification in terms ef 
the European Central Bank’s 
(ECB) chosen monetary pol- 
icy strategy, which consists 
of a monetary reference and 
a broad set of economic data 
and forecasts. - . . 

Wim Duisenberg, presi- 
dent of the ECB, and other 
central bankers explained 
the cut on grounds of a rapid 
decline in business and cpfr 
sumer confidence in the 
euro-zone countries. Most 
commentators welcomed the 
rate cut for the same reason. 

No central banker, how- 
ever, even attempted to 
defend the decision on the 


basis of monetary develop- 
ments or economic fwppy«t< 
Nor did they feel the need to 
explain why the strategy 
could be cast aside. 

It was only a week ago 
that the. ECB announced a 
4J> per emit reference value 
for annualised monetary 
growth in M3, an aggregate 
of broadnmney^ppiy.This 
was to be a core pflter .on 
which, the bank would base 
its decagons, to cut or raise 
interest r ra£es. . 

. v ■4**1 r 1 

The "available data,, ' how- 
ever,. suggest that MS .in the 
eurozone has beau growing 
in a relatively stable corri- 
dor of between 3 and 5 peg 
cent a nn u ally , offertag iM 
obvious rationale for a cut 4n 
rates. 

The second pfilar in the 
BCB's . announced . policy 
offered no .explanation, for 
the cute either. The ECB has 
defined price stability as an 
increase in 1& hagnonteetl 
index of ccmnmer prices of 
between .0- and 2 per cent. 
That index stood at i per 
cent In October, and is fore- 
cast to remain stable within 
the range. It Is -extremely 
unlikely that the harmon- 
ised index wffl torn negative 
because of price and wage 
rigidities in tbe continental 


European economies. Nor 
does the ECB expect a rapid 
decline in economic growth 
next year. 

Adam Posen, economist at 
the Institute for Interna- 
tional Economics, warned 
the ECB in a recent article 
against the, adoption of a 
"monetary masquerade” — 
under which the -central 
btmicn of the eurozone offi- 
cially announce a money 
supply target only to ignore 
it at the first convenient 
turn. This is what appears to 
have, happened- last week. 

Last week's rate cut sug- 
gests that the ECB 'will pur- 
sue a relatively discretionary 
monetary strategy. There is 
probably no alternative to 
this in the short run. given 
the unknowns associated 
with the transition to the 
single currency. Yet, the 
ECB pretends to be a rule- 
based central bank. 

The gulf - between the 
ECB’s announced strategy 
and its policy may be one of 
the reasons why Mr Duisen- 
berg and his colleagues 
remain opposed to the publi- 
cation of minutes. If the pub- 
lic knew how and why deri- 
sions are taken, it might be 
more difficult to keep up the 
masquerade., • 
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Ecevit still hopes for 
non-Islamist coalition 


By LgytaBo ritnote Aitera: 

BOlent Ecevit, . Turkey’s 
prime minister-designate, 
yesterday foiled to make 
progress in his attempt : to 
form a new government that 
excludes -the country's Islam- 
ist parly. ." ‘ 

But despite felKng to win 
the support of Tansu CHler, 
leader of tie ceaWw-ight 

True Path part?* Mr . Ecevit 
Sd hVreuSnea.hPPefal of 
bidlding a coalition around 
the non-Islamist parties- • 
He said after meeting Mrs 
Ciller that “her reply was 
not categorically noH- ^ 

two will xneet^agato tomor 
- row or Thursday after Mrs 
Ciller, a farmer prime minls- 
teri consults her party. ■ 


While tire Islamist- Virtue 
party, - Which . was prised 
; from office-last year, is the 
largest force hi parliament. 
Mr Brandt's Democratic Left 
party & only fhe fourth big- 
gesCoutaumbered by the 
centrarigfci -parties of Mrs 
. Cfller and Mesut Yilmaz, tbe 
outgoing primeminister. Mr 
vnmaz has already agreed to. 
co-operate in farming a hew 
. noa-Islamst government - ■ 
- The - arined forces oppose 
the Islamists’ return to 
powerj as* does Mr Ecevit. 

. The wwKtinn that Mr Ecevit . 
has in mind is also preferred 
- by the maiketsv which see it 
as the best hope of political 
stability. ['-■■■■ 

-. However, Mrs G3kr, who. ; 
left Office under a cloud of 


corruption .all e ga t ions, after 
f/H tn ii ig an iH-foted adminis- 
tration With Qte -Islamists, 
favours* broadbased. coah- 
tion,Tnribdjrng Virtue, to run 
' the cotedbry uiriiL. elections 
tn-Apr&lfes CSlter said yes- 
terday. that it was contrary 
-to.Tnrkey’a "democratic cus- 
toms" for the leader- of the 
-fourth largest pa^ty to he 
asked to form a government. 
.= Lastjright.Mr Ecevtt said 
that Sfileyman Deralrtfl, 
' president and . a life-long 
rival, had the constitutional 
right to appoint anyone he 
Chose as pyiine minister. . 
' . If Sfr Ecevit fails to fonn a 
' government, elections must 
be held as soon as possible, 
a h hougfa he cani hold power 
in the meantime. • 


Europe slow to prepare for euro’s arrival 


Many businesses 
are not ready for . 
foe new currency; 

Stefan Wagstyl 

reports 


Eastern exchange: How east European cwmctas wS adaptto tbe emu 



Living wHIi 
the euro 


In much of eastern Europe, 
the euro will arrive like a 
boat from the blue. While the 
region's' central hanfra and 
leading commercial, banks 
say they are ready for the 
new currency's launch on 
January 1,' many business 
people have made tittle or no 
preparation. 

"We do Ml sorts of finan- 
cial consulting, but so far we 
have not had one single 
request to study the euro or 
Its effects. That’s a worry," 
says ' Michael Kevehari, . 
coimtry head. of EPMG, the 
accountancy company, fn 
Hungary. Or as Ivo Guer- 
guiev, .chief executive of the 
investment banking arm of 
fT pyrnio -Rati if of Lithuania, 
pots ft "Too many industrial 
compares think that the 
bank fin offering euro-re- 
lated products] is just trying 
to sdl *b«ww something that 
they' don't need." 

Although it is malnng its 
appearance on trading 
screens in less than a 
month, the euro still seems 
fairly remote, except for 
large industrial concerns, 

haw kg and finaninal compSi 

nies. Even the most econom- 
ically advanced east Euro- 
pean countries are not likely 
to join the euro dub until 
well after they become mem- 
bers of the European Union, 
sometime in the next decade. 
Moreover, compared with 
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the region’s economic and 
political upheavals of the 
past decade, the euro’s 
launch appears a rather 
modest Change. 

Even in the field of cur- 
rency policy, the impact of 
the euro’s appearance, 
though recognised as impor- 
tant, does not seem as dra- 
matic as some of eastern 
' Europe’s other transforma- 
tions, notably the launch of 
new national currencies in 
tbe Baltic states and in the 
former Yugoslavia. As one 
senior Estonian government 
official said: "We don’t have 
a long history of currency 
stability in this region." 

Nevertheless, tbe cumula- 
tive impact of monetary 
union is likely to be signifi- 
cant. Most immediately, 
same countries in tha region 
are adjusting their exchange 
policies. In most cases, the 
role played by the D-Mark as 
a reference point in currency 
management will be 
replaced by the euro. 

-Eventually, virtually all 
countries are considering 
pegging their currencies to 
the euro, often as a prepara- 
tion for future possible entry 


into Emu. However, the 
speed with which policies 
are changing varies. Hun- 
gary, which now pegs its 
currency to a basket com- 
posed of the D-Mark and the 
US dollar, plans to switch to 
a euro plus dollar basket on 
January 1 and a straight 
euro peg a year later. By 
contrast, the Czech Republic, 
which allows the koruna to 
float within broad limits, 
informally shadowing the 
D-Mark, plans to leave its 
policy in place. 

The Czech National Bank 
argues there is no reason to 
change while the D-Mark 
remains in circulation. 
Poland, which pegs its cur- 
rency to a basket of the US 
dollar and western European 
currencies, has decided to 
replace most of the Euro- 
pean element with tbe euro 
and to give it more weight- 
ing at the dollar’s expense. 

Later, Poland plans to 
switch to a euro peg and 
then apply for membership 
of the European exchange 
rate mechanism (ERM). 
However, progress towards 
ERM membership is not 
guaranteed. 


Most central European 
countries, including Poland, 
the Czech Republic and Hun- 
gary, today have sliding pegs 
which permit controlled 
devaluation against western 
currencies, to allow for the 
effects of inflation rates 
which are still considerably 
higher than in the EU. it 
might be risky to switch to 
fixed rates against tbe euro 
before inflation is brought 
under tighter control. 

Some officials fear that tbe 
immediate effect of the 
euro's launch might be to 
increase speculative Interest 
In the region's currencies, 
making them more vulnera- 
ble to sudden swings. “We 
could suffer in the short 
term because there will be so 
few speculative counters left 
in Europe." says Jaroslaw 
Bauc. state secretary at the 
Polish finance ministry. This 
concern will make it even 
more urgent than before for 
countries with large deficits 
on their current accounts to 
reduce the shortfall and/or 
to boost flows of foreign cap- 
ital and loans to finance the 
gap. Those particularly 
exposed include Romania, 


Slovakia and Lithuania. 

However, even if the euro 
causes short-term difficulties 
for some nations, it is expec- 
ted to bring benefits longer 
term. The single currency 
should help the region’s 
exporters reach further Into 
E(J markets and lower trans- 
action costs on EU-related 
business. There could be fur- 
ther gains from the develop- 
ment of a single capital mar- 
ket In western Europe. 

"Emu will create an inte- 
grated capital market on 
eastern Europe’s doorstep 
rivalling that of the US, M 
says Nomura Securities, tbe 
Japanese stockbroker in a 
report. Ultimately, the bal- 
ance of pain and gain will 
depend on the euro's suc- 
cess. If it promotes sustained 
economic growth In the 
west, it will also generate 
opportunities for the east. 
However, if the euro falls to 
produce the expected bene- 
fits and brings economic and 
political disruption in the 
west, it will damage eastern 
Europe as welL 
Additional reporting by Rob- 
ert Anderson in Prague and 
Kester Eddy in Budapest 
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Iraq turns to Russians for help 


By Routa Khaferf In London 

Iraq is stepping up 
diplomatic efforts to avoid a 
breakdown in relations with 
United Nations weapons 
inspectors. 

Tariq Aziz. Iraq's deputy 
prime minister, yesterday 
held talks In Moscow with 
Igor Ivanov, Russia's foreign 
minister, and met Yevgeny 
Primakov, the prime minis- 
ter. 

Mr Ivanov said yesterday 
that "there should be with- 
out delay a review of (Iraqi) 
compliance on all the disar- 
mament documents" and 

that this review ■*. could bring 
us to the lifting of the oil 
embargo'' imposed on fraq 
eight years ago. 

Mr Aziz's trip follows a 
visit to Moscow at the week- 
end by Richard Butler, the 


chief United Nations weap- 
ons Inspector. It comes at a 
time when Iraq's November 
14 pledge to resume full 
co-operation with UN inspec- 
tors is being tested by 
Unscom. the special UN com- 
mission. and the Interna- 
tional Atomic Energy 
Agency. 

The US has warned that 
Iraq's failure to fully cooper- 
ate could lead to military 
strikes - an outcome Russia. 
Iraq’s strongest supporter on 

the security council, wants 
to avoid. 

A breakdown between Iraq 
and Unseam would also pre- 
vent the UN security council 
from holding its promised 
comprehensive review of 
sanctions imposed on Iraq 
following its invasion of 
Kuwait. 

Baghdad is eager for the 


review to take place quickly, 
as ft will be Iraq's first 
chance to put its claims of 
full disarmament before 
council members. 

The test of Iraqi compli- 
ance should last another 10 
days, according to Unscom. 
Since the test was started 
last month, relations 
between Iraq and Unscom 
have been tense, but without 
reaching a critical level. 
Unscom officials have cited 
incidents of non-co-operation 
but disarmament experts say 
the incidents so far do not 
justify a negative assess- 
ment of Iraq's general will- 
ingness to work with inspec- 
tors . 

Baghdad, which accuses 
Unscom of being bent on 
creating a crisis, has never- 
theless multiplied public 
statements and diplomatic 


moves to show cooperation 
and explain its position on 
every hiccup. 

In the past two weeks, Iraq 
has said it could not hand 
over 10 out of 12 documents 
requested by Mr Butler, and 
placed conditions on access 
to one key set of records. 

But Mr Aziz wrote directly 
to the security council to 
argue Iraq’s case. Insisting 
that most of the chief weap- 
ons' inspectors’ requests 
were mere provocation. 

Russia then blocked a 
move by the UK to hold Iraq 
responsible for a lack of 
cooperation. 

Then, last week, Iraq 
issued a statement accusing 
Mr Butler’s deputy of distort- 
ing facts in a report to the 
security council, claiming 
that Iraq had refused to 
grant inspectors access to a 


site belonging to an Iranian 
opposition group. Unscom 
has dismiss ed the incident 

Baghdad has also been 
attempting to discredit 
Unscom. claiming last week, 
for example, that Mr Butler's 
deputy had met Iraqi opposi- 
tion groups in London - a 
charge he hn s denied. 

Iraq’s pro-active attitude, 
and Its attempts to seek arbi- 
tration from Russia, follow 
criticism from sympathisers 
on the council of its 
ha n dlin g of last month's cri- 
sis. 

Iraq had its radical 
October 31 decision to ban 
all weapons inspections 
without consultation or 
explanation, which infuri- 
ated France and made it 
impossible for Russia and 
China to justify the Iraqi 
case. 
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Beirut’s new cabinet aims to 
cash in on golden opportunity 

. , ' T$!i ■.'-J&SiJ.i .*.:-. / 

The government has the advantage of.. 
popular goodwill but it cannot afford to- ,• • - 

make a mistake, says James Schofield - 

I ebanon's new govern- of GDP by the end of .the ._j 


Centrist party 
wins landslide 
in Nigeria 


By WOUam Wallis In Lagos 

A coalition of centrist 
politicians who came 
together to oppose military 
rule in Nigeria under the 
late Snni Abucha. has won a 
landslide victory in local 
government polls. 

The election was hailed by 
national and foreign observ- 
ers as proof that Nigeria is 
hurtling enthusiastically 
toward a new cm of demo- 
cratic rule. 

The People's Democratic 
party (PDP). which harbours 
heavyweight presidential 
aspirants including former 
military ruler Olusegun Oba- 
sanjo won control of about 
60 per cent of 774 councils. 
The party groups politicians 
from across the many ethnic 
and regional divisions. 

Gen Obosahfo, who is the 
only Nigerian military ruler 
to hand over to an elected 
civilian, said: “The outcome 
of the local government elec- 


tions proved that the PDP is 
the platform preferred by 
most Nigerians for moving 
the nation forward into the 
next millennium." 

The retired general failed, 
however, to secure victory 
for his party in his home 
state near Lagos, the com- 
mercial capital, and will face 
stiff competition to contest 
the top job in February elec- 
tions from other presidential 
aspirants in the PDP. 

In distant second place the 
All Peoples party (APP) - a 
similar broad-based coalition 
but including politicians 
who took part in Gen Aba- 
cha’s discredited democracy 
plans - scrapped when he 
died in office last June - 
won control of about 25 per 
cent of seats on the councils. 

The Alliance for Democ- 
racy. dominated by the Yor- 
uba ethnic group and advo- 
cating radical change and 
devolution, swept up most of 
the councils in the restive 



Gen Abubakar meets a member of a US d eleg a tion led by Com m erce S e cre ta ry WHtem Delay. During 
the election campaign Nigeria’s mflftwy leader has urged the army to stay out of poStics AP 


south-west, where hopes for 
an end to military rule are 
tempered with cynicism 
since the army annulled the 
last elections in 1993. 

Despite scattered reports 
of logistical hitches, 
attempted fraud and vio- 
lence resulting in about 15 
deaths nationwide, the polls 
were considered to have 
been generally fair and free 
of rancour. 

In some areas affected by 
fuel shortages in the north 


of the country ballot boxes 
were transported by donkey 
and camel, while electoral 
officials travelled southern 
creeks and swamps by boat 
Scuffles that led to blood- 
shed and several instances 
in which party thugs ran off 
with ballot papers, prompted 
appeals from unlikely places 
- including civil rights 
groups who fiercely oppose 
rule by the gun - for a 
heavier policing during 
next year’s presidential 


and legislative elections. 

in the run-up to the polls 
the reform-minded head of 
state General Abdul Salami 
Abubakar continuously 
warned the army to stay out 
of politics. 

An independent electoral 
commission is expected to 
announce within a week 
which of nine registered 
parties won sufficient 
nationwide support to qual- 
ify for the next round of vot- 
ing. 


L ebanon's new govern- 
ment will be hard at 
work this week, draffs® 
a ministerial statement of 
policy that has to convince 
domestic and international 
investors flfaf it has what it 
takes- tb Introduce, social and 
administrative reform, while 
bringing down the budget 
deficit 

Salim al-Hoss, the prime 
minister-elect. Is well aware 

that the golden -opportunity 
afforded by the change of 
government Is unlikely to 
come his way a gain. 

To begin with, the new 
gatnamaent is to take office 
an the back of a tide of popu- 
lar goodwill almost without 
precedent 

There has been widespread 
approval of what is largely a 
cabinet selected' on the basis 
of their Integrity and compe- 
tence. 

The new line-up strikes a 
religious and regional bal- 
ance whDe excluding sectar- 
ian factions whose feuds did 
so much to undermine previ- 
ous governments. Even 
those militia leaders who 
slipped so easily into previ- 
ous cabinets after the 
1975-1990 dvll war but were 
not included this time, have 
found it bard to complain 
sinr«i their rivals are out as 
well. 

While the' new cabinet h as 
solid credentials, in finance 
and the economy, adminis- 
tration and justice, Mr Hass 
is under no Illusion that the 
way forward will be any- 
thing but hard. 

He made it clear the 
first priority of his govern- 
ment will be to bring down 
the budget fla ffrft. The defi- 
cit is much lower than it was 
at this time last year, 
because the austerity pro- 
gramme. introduced by the 
previous government late 
]a«4 year ha* finally begun 
to make a difference. 
Althoug h the November fig- 
ures are not available, econ- 
omists forecast that defi- 
cit should reach this year's 
target of 14 to 14-5 per cent 


year, for the first time since 
the civil war. 

At the same time, the new 
tpam must build on the suc- 
cess of that- austerity pro* 

gramme to ensure the deficit 
is kept under tight controL 
With 40 per cent of govern- 
ment expenditure related to 

servicing the national debt, 
and as much aga i n going on 
wages and salaries, econo- 
mists believe the govern- 
ment must find new ways of 
raising revenue. 

Even privatisation, a sub- 
ject generally eschewed 
under the previous govern- 
ment is now a possibility. 
Ch an #* to taxation are also 
likely. Under the previous 
government, corporate tax 
was lowered to a flat rale of 
10 per cent which was also 
the highest rate levied on 
individuals. 

A nalysts argue that the 
previous government 
was unwilling to raise 
income tax levels because of 
fears that higher tax rates 
might scare away invest- 
ment 

Government efforts to 
secure a sound revenue base 
from private and corporate 
income tax were also under- 
mined by widespread under- 
declaration and a rampant 
black economy with up to 
one third of all companies 
declining to declare their 
frrisinflss activities. 

By next year, Lebanon is 
expected to sign a partner- 
ship agreement with the 
European Union. It has 
already signed the Arab free 
trade agreement. Both of 
these agreements call for 
cuts in customs duties - cur- 
rently the state’s largest sin- 
gle source of revenue. 

At the same time, the new 
government knows it was 
appointed to carry out some 
ambitious reforms, from 
straightening out problems 
within the administration to 
judicial reform. 

For Georges Corm, the 
new ftrumop minister, one of 
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the biggest dilemmas is to 
find a way of raising govern- 
ment income without penal- 
ising people in the middle to 
lower income range. Mr 
Kamal p^flan of the Con- 
sultation and Research Insti- 
tute says an average family 
of five in Beirut needs at 
least $800 a month to pay 
rent, food, clothes and utili- 
ties costs. Yet a recent 
national survey showed that 
60 per cent of all households 
earned less than this. 

Nasser Saidt the new min- 
ister for economy, trade and 
industry, appears to have 
ruled out income tax rises, 
at least for the time being. 
Mr Saidi, previously first 
vice-governor of the central 
bank has said that Lebanon 
should increase its revenues 
by Introducing a selective 
sales tax. which could pave 
the way for a value added 
tax. 

To investors, the problem 
is more an issue of business 
confidence. 

“The overall reaction is 
that as long as monetary sta- 
bility Is maintained and the 
larger macro-economic 
issues - like the budget defi- 
cit - remain on the front 
burner," the government 
will retain the business con- 
fidence. says ffi ad Makkawi 
of Middle East Capital 
Group, the Beirut invest- 
ment bank. 

“I would say that people 
are going to give this gov- 
ernment ti>e benefit of the 
doubt. But they don't have 
too much time to address the 
issues, nor do they have 
much room for error." 
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US hails Iran drugs campaign 
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President Bill Clinton 
yesterday removed Iran from 
an official list of drug pajfc 
lem countries after condon- 
ing that it had carried out* 
successful programme to 
eradicate opium poppy- 
plants. 

In a letter to members , ot. 
Congress. Mr Clinton said 
that while Iran continued to 
serve as a transit point for 
opiates heading for Europe, 
there Is no evidence tb sug- 


gest that significant quanti- 
ties arrived in the US. 

• Mr Clinton also deleted 
Malaysia from the list on 
grounds that it has not been 
used significantly as a tran- 
sit point for US-bound drugs. 
By deleting Iran and Malay- 
sia, the list of drug problem 
countries was reduced to 28. 

Mr Clinton’s decision was 
disclosed in a letter to key 
members of the House and 
Senate international rela- 


tions and appropriations 
committees. 

Each year, the White 
House is required to report 
on countries that are either 
drug-source or drug-transit 
countries, or both. Those 
found to be not fully co-oper- 
ating with US counter- 
narcotics efforts can face 
economic penalties. 

Mr Clinton's finding comes 
at a time when the adminis- 
tration is - reaching out to 


Iran, attempting to establish 
a political dialogue for the 
first time in almost two 
decades. But officials - 
insisted that politics did not 
intervene in his decision. 

Large drug hauls are com- 
mon in Iran, which lies on a 
route used by smugglers to 
get drugs from Pakistan and 
Afghanistan to Europe. 

Iran has hanged hundreds 
of traffickers in a crackdown 
since 1988. 
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to get $13bn 


ByTroyTasseq aigtapIg. , : 1 

tmelda Marcos, widow, of- the 
Philippine dictator' .Ferd- 
inand Marcos. ha? launched 
a. legal battle ip reclaim 
more than. SOObn pesos 
<$ 12 . 8 hn) of assets allegedly 
entrusted by herhusband to 
a series of cronies.. 

For the first time since Mr 
Marcos's regime was swept 
out of office by the People's 
Power revolution in 1986, 
Mrs Marcos, 69, has detailed 
what she believes is the 
extent of her family's grip cm 
the economy, - 

“We practically own every- 
thing In the Philippines from 
electricity, telecomm unlca- 
^uons, airline, hantring , 

> and tobacco, newspaper pub- . 
listing, television stations, 
shipping, oil and mining, 
hotels and beach resorts, 
down to coconut mining , 
small forms, real estate and 
insurance," she told a lead- 
ing local newspaper at the 
weekend. 

She says she has decided 
to go to the courts to re claim 
these assets, which include 
holdings in more than 100 of 
the country's blue-chip com-' 
panies ranging from Philip- 


pine Long Distance Tste. 
phone to brewer San MS gafl . 

“1 have with -me docu- 
ments - stock certificates 
and deeds of trusts attesting 
that we own *h w w ^ ip nriw; 
that- they [the trustees] stfij 
refuse to turn . over to us,”, 
she says. ■ 

The move by Mrs. Marcos, 
who had been, lading 
towards the margins bfFhS^' 
ippine politics, follows her . 
recent withdrawal from 
negotiations with theManfiai 
government on a coinprd-' 
mise deal, over 9570m of 
alleged iB-gotten wealth fro* 
zen in a Swiss' h«nfc accmznL 

While her latest annomwifr 
ment has attracted ..senate-, 
scepticism, it has brought 
the issue of cronyism , bade 
into the political spotlight. 
After assuming the presi:.. 
dency in July, Joseph 
Estrada faced widespread- 
allegations of a revival of 
cronyism : although some 
analysts argue the issue has 
been overplayed in the inter- 
national press. 

Mrs Marcos is said to have.' 
been spurred by the success : 
of some of her forms - husr 
band’s associates in regain-, 
ing control of assets that had 


. _ ne w fou n d cooBdancm 1 '.r ' - •*.: ' • • . AP 

li^n^guestaed by the gov- to hav^den hlotetered by. a 
,^azimmrt^Afhedimbjseal43f reoept .<fer£-"dqefeton over- 
inbre&an 10 court cases turnlng?A' ^ 2 -year jail sen-, 
-'agahut wfcar friends of the tent* agS&st ho; on eoxrup- 
ilidte dictator by the. country's tion . charges involving the 
j&ubadsman.' • lease of jneperty/df a State- 
V *“She , seems to want to nmraitway to a private hos- 
hang a sword of Damocles pitte foundation. 
aver the government and the Tri - 


nmrailwayto a private hos- 
pital foundation. 

. In- a public appearance 


y flffl?*; admirers, Mrs 


first lady to detail _h*r l 

wealth.- .i-v.'; /ft also appears she Is free 

Mj» Marcos abo appears ; to sue again.- •• . 


Seoul urges calm over N-scare 


By John Burton hi Seoul 


- ^Sou 
f'ygre' 


South Korea, yesterday 
piled for calm as tensions 
grew over US suspicions 
about an underground 
nuclear weapons facility in 
North Korea that could vio- 
late. a 1994 nuclear freeze 
accord with Washington. 

Kim Dae -j nag. South 
Korea's president, suggested 
that the US should ease eco- 
nomic sanctions -against the 
North when he. met William 
Perry, the former US defence 
secretary recently named 
Washington's policy coor- 
dinator on North Korea, . 

In an effort to dispel sug- 


gestions of a rift between 
Seoul and Washington, the 
two agreed to “respond 
sternly against North 
Korea's provocative, acts", 
but added: 'This is .not the 
right time to give tip the 
engagement, policy", in an 
-endorsement of Mr Kim's, 
“sunshine” plan for- eco- 
nomic co-operation. 

The US has warned that .if 
North Korea refuses to bBow 
- an inspection' of .the- site 
pected nuclear sttMf would 
force Washington to Aban- 
don the 2994 deal Under 
which Pyongyang was pronn- 
ised ft# odl supplies. and. 
. nuclear reactors of tttfiemi}- 


itaiy use.' The US' has 
rejected a North Korean 
demand for 9300m to open 
the site. 

■ North Korea has dmrned 
the US has already broken 
the 1994 agreement by refus- 
ing to Bft economic sanc- 
tions, despite a promise to 
. do so under the accord. 

- Pyongyang yesterday 
issued a melodramatic wam- 
ing to the US; "Since it has. 
become clear that the US 
imperialists have planned to 
wage an overall ^rar with 
[North Korea] and the igni-' 
tinn trf war is inbmnaot, our 
revolutionary aimed 'forces 
cannot but take an appropri- 


ate ^elf-defensive counter- 
measure". 

Mr! Peary, described as “a 
dove in hawk's dotting” by 
one US diplomat, is on a 
fact-finding nifrad«g to South 
Korea, China and Japan to 
collect opinions on policy 
towards 'North Korea. 

He was recently named to 
thespedal post' in reaction 
to growing criticism of US 
policy on North Korea by the 
Republican-dominated Con- 


drina. North' Korea's clos- 
est ally, Js likely to support 
calls for a calm response to 
the dispute over the sus- 
pected irudear site. 


China in 
shift 
on state 
health 

ft* J»» Kyngs to Bejpog 


China aims * to start 
dismantling a subsidised 
healthcare system for state- 
sector workers from Janu- 
ary, replacing it with a 
nationwide medical insur- 
ance plan, a move that could 
reduce sales by foreign drug 
companies. 

The. official media quoted 
the social security ministry 
as saying that, under the 
plan,, each worker would 
have to pay up to 2 per cant 
of annual income into an 
individual medical fund. 

The fond would then top 
this up with a contribution 
equal to 3 per cent of the 
Winkler's wage and pay an 
identical amount into a 
national health insurance 
scheme. The cost of care 
would be deducted from the 
winker’s Individual fond and 
any extra would be paid 
from national health fond 
resources. - 

The reform, due for com- 
pletion. by the end of 1999, 
wifi, remove free healthcare 
for uftDlonfi of state-sector 
workers. But it could be a 
benefit for workers outside 
the state system who at pres- 
ent must pay their own way. 

The main aim . of the 
reform is to reduce the bur- 
den on aflfa g state compa- 
nies of a system which has 
resulted in over-prescription 
by hospitals. These can 
fhwnartrt steep discounts for 
purchases from drug compa- 
nies, t frgn take tii » difference 
between the purchase price 
and the state reimbursement 
rate as revenue. 

State-sector workers, 
whose bills are paid by the 
state, are happy to buy as 
many drugs as possible, 
sharing out the surplus 
among fondly and friends. 

The new system would 
mean employees will have to 
start using some of their 
own money to buy medi- 
cines. One effect of the 
reform may be to hit sales of 
foreign drugs companies, 
which control some 80 per 
cent of the prescription mar- 
ket in some Chinese cities. 


Anwar driver retracts 
sodomy allegation 


By Sufis Mcttty 
hi Kuala Lumpur • 

The former chauffeur of 
Anwar Ibrahim denied under 
cross-examination yesterday 
that he bad been sodomlsed 
by the sacked and jailed 
Malaysian deputy prime 
minister despite his earlier 
testimony that he had been a 
“homosexual slave". 

It was the third time Azf- 
zan Abu Bakar appears to 
have denied the charges, 
which are at the centre of 
the prosecution's case. Mr 
Azban’s testimony last week 
that be had been sodomlsed 
several times against his will 
in 1932 bad been the meat 
damaging to Mr Anwar 
he went on trial accused of 
sodomy and related counts 
of abuse of power. 

In response to yesterday's 
denial, prosecutors said Mr 
Azizan had*been confused by 
the question. 

“I put it to you that it was 
because Datuk Seri Anwar 
Ibrahim dm not do im ytMwg 
to you that you continued to 


visit him between 1992 and 
1997, otherwise you would 
have stayed for. for away,” 
the defence lawyer, Christo- 
pher Fernando, asked in 

Vwgfljih 

“Tea,*’ Mr Azizan replied 
in his native Malay lan- 
guage, inducing gasps from 
those la court. 

Mr Fernando later 
repeated the question: “I put 
it to you that he did not 
sodomlse you, that's why 
you continued to visit him 
between 1992 and 1997." Mr 
Azizan replied in Malay. “I 
agree.” 

The court interpreter 
repeated an extended answer 
in Malay: “I agree that 
Datuk Seri Anwar did not 
sodomlse me and that was 
why I continued to visit him. 
between 1992 and 1997 ” 

Prosecutors said Mr Azi- 
zan had understood the 
question to mean that he 
was not sodamised between 
those dates and, therefore, 
continued to visit Mr Anwar. 
They said they would revisit 
the issue when questioning 


him again. 

Police have testified that 
they put pressure on Mr Azi- 
zan to make the first retrac- 
tion under orders from Mr 
Anwar. Mr Azizan testified 
he retracted again under 
pressure from Mr Anwar's 
supporters but was too 
scared to report that to 
police until Mr Anwar was 
sacked in September. 

The prime minister, 
Mahathir Mohamad, said he 
dismissed Mr Anwar because 
he was morally unfit to suc- 
ceed him. Mr Anwar says 
the sacking and subsequent 
charges are part of a conspir- 
acy to keep him from chal- 
lenging Dr Mahathir’s 17- 
year rule. 

Mr Azizan said he met Dr 
Mahathir about 10 days 
before Mr Anwar was sacked 
and that encouraged him 
finally to make his accusa- 
tions public. ”f also gained 
confidence after meeting 
with the honourable prime 
minister, wbo said he would 
carry out a thorough investi- 
gation," he said. 


Indonesia’s bankruptcy 
law conies under fire 


By Sander Thames In Jakarta 

In donesia 's new bankruptcy 
law, designed to revive 
investor confidence by hold- 
ing debtors accountable, was 
attacked by bankers and 
lawyers yesterday after 
courts rejected another two 
high-profile cases. 

The new commercial 
court, which opened in Sep- 
tember, rejected a bank- 
ruptcy lawsuit filed by the 
International Finance Corpo- 
ration (IFC). the World 
Bank's corporate lending 
arm, along with ING Bank of 
the Netherlands and Bank 
Niaga of Indonesia, against 
Dharmala Agrifood for 
alleged failure to pay more 
than $40m is overdue loans. 

There was farther criti- 
cism after the Supreme 
Court overturned the first of 
only three bankruptcies 


declared to date, arguing 
that a developer’s failure to 
deliver prepaid homes was 
not a debt default and that 
individual lenders, as 
opposed to banks, could not 
sue for bankruptcy. 

Four other rejections, 
including one appeal to the 
Supreme Court, have all 
been highly controversial, 
with lawyers accusing the 
judges of lacking motivation 
and understanding of what 
constitutes debt 

Revisions of the bank- 
ruptcy law and the new 
court were core parts of a 
large economic reform pack- 
age agreed by the govern- 
ment with the International 
Monetary Fund, the board of 
which meets later this 
month to consider approving 
annthftr credit tranche. 

Another important ele- 
ment is banking reform, and 


the government plans to 
announce new recapitalisa- 
tion rules and close some 
illiquid banks today. 

“The bankruptcy court is 
not working," one banker 
concluded. “There has to be 
political pressure for it to 
work. The IMF needs to step 
in to support It.” 

“I think the World Bank 
will take this very seri- 
ously,” said one analyst 
“This is a stab in the track 
for the reform process. A lot 
of debtors will say; ‘See, you 
don't have to negotiate with 
the creditors’. And if I were 
a bank, 1 think I would think 
twice before giving any 
credit to Indonesia. You 
have no rights at an.” Jerry 
Hoff, adviser to the IMF on 
bankruptcy law, and consul- 
tant to the IFC and its fol- 
low-litigants, said he was 
taken aback by the ruling. 
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US MONOPOLY TRIAL GATES TRIES TO JUSTIFY HOSTILE AND EVASIVE TESTIMONY AS ONE STATE PULLS OUT OF.ANTITOST LAWSUIT, i 


Washington ‘out to 


By Ificftarrf Woffle 

Bill Gates, chief executive 
and founder of Microsoft, 
yesterday accused the US 
government of attempting to 
destroy bis company, as 
prosecutors from one state 
pulled out of the landmark 
antitrust lawsuit 
Speaking as the Microsoft 
monopoly trial entered its 
eighth week, Mr Gates also 
sought to justify his hostile 
and evasive pre-trial testi- 
mony, which has been 
played on videotape in court 
on several occasions. 


Mr Gates conceded at a 
press conference that he had 
been wrong to adopt such an 
aggressive tone towards his 
interrogators during three 
days of Questioning at Micro- 
soft's headquarters this sum- 
mer. He was prepared to 
appear in court as a witness. 

But he insisted that he did 
not know the videotape of 
his testimony would be 
played in court, and 
attempted to Justify some of 
his more 'pedantic responses 
- including his apparent 
Lack of understanding of the 
word “compete". 


Moderates hold the 
key to Clinton fate 


By Mark Suzman In Washington 

The formal defence of 
President Bill Clinton before 
Congress starts today in a 
last-ditch White House 
attempt to ward off the polit- 
ically damaging prospect of 
articles of impeachment 
being approved by the House 
of Representatives. 

The stakes are not as high 
as they were three months 
ago; even in the worst case 
scenario Mr Clinton is no 
longer at serious risk of los- 
ing his job. But despite the 
Democrats* success in last 
month's mid-term elections, 
the White House is increas- 
ingly concerned that House 
Republicans may yet vote to 
impeach tbe president, dam- 
aging his legacy and reduc- 
ing bis chances of amassing 
bipartisan support for his 
aggressive policy agenda 
next year. 

Accordingly, when the 
president's lawyers begin 
their two-day, 30-hour pre- 
sentation, their target will 
not be those members of the 
House judiciary committee 
present but a small group of 
moderate congressmen from 
both parties who bold the 
key to the president’s future. 

The committee, which is 
dominated by Republican 
hardliners and headed by 
Henry Hyde, is regarded as 


very likely to approve at 
least one article of impeach- 
ment by tbe end of this 
week, charging Mr Clinton 
committed perjury in cover- 
ing up his affair with Monica 
Lewinsky, a former White 
House aide. They may still 
push through others relating 
to obstruction of justice and 
abuse of power. 

But for the full House 
debate next week the picture 
is less dear. Only a simple 
majority of *218 is needed to 
impeach the president, and 
Republicans currently have 
228 votes. A handful of Dem- 
ocrats - so far, three - will 
vote in favour of impeach- 
ment. meaning that 14 or 
more Republicans would 
have to vote against the res- 
olution to prevent the mat- 
ter being referred to the Sen- 
ate for a trial. 

Peter King, a New York 
congressman, has suggested 
as many as 15-20 Republi- 
cans could back Mr Clinton 
but Tom DeLay, the House 
whip and a prominent critic 
of the president, has said 
there are only about five. 

As part of an effort to win 
support from those unde- 
cided, Joe Lockhart, the 
president’s press secretary, 
indicated yesterday that tbe 
White House would not 
restrict itself to simply 
attacking the investigation 
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Mr Gates said; *7 answered 
truly every single question 
that was put forward to me. 
You have to understand that 
[the government’s lawyer] 
m ade it clear in tbe run-up 
to the case that he was 
really out to destroy Micro- 
soft, and out to attack all the 
good work we have done and 
make us look very bad." 

The US government’s case 
against Microsoft received a 
blow yesterday when the 
attorney general of South 
Carolina withdrew from the 
lawsuit against the world's 
largest software company. 


Charlie Condon, the state's 
attorney general, said the 
merger between America 
Online (AQL) and Netscape 
Communications - the 
alleged victim of Microsoft's 
actions - suggested that 
innovation was thriving in 
internet markets. 

“Over the last year, ft has 
become clear that the gov- 
ernment's case has been 
about Internet competitors, 
not about consumers," he 
said. “The government's wit- 
nesses are either Microsoft's 
competitors or paid govern- 
ment experts. Consumers 


have not taken a leading role 
in this action. -That; is 
because there are no monop- 
olies on the internet * 

While. South. Carolina's 
withdrawal represents an 
embarrassment to the gov- 
ernment its departure does 
not substantially lessen the 
firepower ranged against 
Microsoft The US justice 
department id states and 
the District of Columbia, 
remain in the lawsuit 
The government showed 
no sign of relaxing its pace 
in the trial, and yesterday 
planned to release new eri- 


by Kenneth Starr, the inde- 
pendent counsel, as It has in 
past committee hwarings 

Rather, Mr Clinton's law- 
yers will to try to rebut spe- 
cific charges in Mr Starr’s 
report while also arguing 
that the alleged offences do 
not rise to the level of an 
impeachable offence. 

They also say they will 
call a number of witnesses to 
back their view, .including 
two members of the judi- 
ciary committee that 
approved impeachment 
articles against President 
Richard Nixon. 

Mr Clinton has indicated 
he will not appear or offer a 
statement. That could be 
problematic for moderate 
Republicans, some of whom 
have appealed to Mr Clinton 
to admit wrongdoing to 
makp it easier for them to 
vote against impeachment 

It was the White House’s 
curt, legalistic response to a 
series of questions posed by 
the judiciary committee two 
weeks ago that hardened the 
Republican position on 
impeachment 

The matter is further com- 
plicated by the question of 
whether the House might 
consider an alternative to 
impeachment, such as cen- 
sure. 

Several moderates from 
both parties have been circu- 



Henry Hyde (toft) and Bifl Clinton: showdown in the House 


la ting draft motions and the 
White House has signalled 
that it may be prepared to 
accept a tough censure reso- 
lution that could even 
Impose a fine. 

But without backing from 
the Republican leadership 
the proposal is unlikely to 


mnlto any headway. And. in 
the meantime, the that 
the Senate is regarded as 
extremely unlikely to amass 
the two-thirds majority 
required to convict the presi- 
dent paradoxically makes it 
more likely the House 
will vote to impeach him. 


Even Re puMleans who do 
not feel Mr Clinton’s alleged 
crimes merit his removal 
from office want to see him 
punished, and some feel that 
an impeachment vote that 
later dies in the Senate could 
prove an effective way of 
achieving that. 
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By Geoff Dyer ip S3o Pan to 

Brazil's task of meeting the 
tough fiscal targets set by 
the International Monetary 
Fond has been made more 
difficult after figures 
released yesterday showed 
that the country's budget 
deficit deteriorated sharply 
in September. 

The nominal budget defi- 
cit, which includes interest 
payments; reached 7JM per 
cent of gross domestic prod- 
uct in the period from Janu- 
ary to September, up frfcm 
6.36 per cent in Januaxy-Atfc- 
gust, thfi crisis m lntGUft* 
ti rural mnfcetg began to take- 
a ton on interest-costs. . *' 

The news comes after the 
government lost an impor- 
tant vote in Congress last 
! week over its plans to cut 
i pension payments, which 
, will force it to make fresh 
cuts to next year’s bodge! 

1 The government announced 
last montii a R$26bn 
fUS$23bn£' fiscal austerity 
; plan to ci^ the large deficit, 
which economists say is . tbe 
main reas&n for Brazil’s vul- 
nerafafli£y|to turbulence in 
interna tlanpl markets. 

Brazil h|d been forced to 
raise interest rates to more 
than 40 per cent in Septem- 
ber' to pffevent a forced 
devaluation -after investors 
began to- withdraw bffltaos 
of dollars ’from the economy. 


. The government has- also 
signed a $4L5bn emergency 
financial aid package with 
the IMF, parts of which are 
dependent on meeting strict 
fiscal targets. Over the next 
few months the budget fig- 
ures will tie eagerly watched 
by investors to see if the 
government is able to meet 
its commitments. 

Although it was inevitable 
that the deficit would rise in 
September because of higher 
interest rates, economists 
said the size of the increase 
was above expectations. The 
primary surplus, which 
, excludes interest payments 
-. .and which had been (X86 per 
; cent of GDP in January-Au- 
,‘gust, fell to 0.4 per cent in 
January-September. 

Odair Abate, chief econo- 
mist at Lloyds Bank in SIo 
Paulo, said the deterioration 
in the deficit was not just 
the result of higher interest 
payments, but also reflected 
slowing economic activity 
and pre-election spending- by 
state governments. 

Altamir Lopes, chief econ- 
omist at the central hank , 
admitted that the deficit 
would worsen in October 
add November. How e v e r, he 
said the government would 
meet the 8.1 per cent nomi- 
nal deficit target for 1398 set 
with the IMF, which was 
.increased last week from 7& \ 
per emit. ■ . | 
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deuce . from iDarid Farber, 
tiadcommgnicati ana profes- 
sor at the University of 
Pennsylvania. 

However, Microsoft's. law- 
yers tried to capitalise on 
the impact of the merger 
between Netscape and AOL 
fay att e m p t ing to gain access 
to documents. Microsoft filed 
£ motion to subpoena eri- 
. dance, from the two compa- 
red astoell as Sun Microsys- 
tems; which has signed a 
-strategic alliance with the 
ne^ merged company- - 


By award Ahten ki Toronto ^ 

Solv-Ex. the controversial 
New M exi co-based oil tech- 
nology company. Is seeking 
damages against Deutsche 
Rank and several subsid- 
iaries over an alleged market 
manipulation scheme run by- 

Peter Young, the former star 
fund manager at Morgan 
Grenfell Asset Management. 

In a lawsuit filed on Fri- 
day in New Mexico. Solv-Ex 
alleged that Deutsche Bank 
misused confidential com- 
pany Information to pur- 
chase Solv-Ex stock secretly 
in 1996 in an effort to artifi- 
cially inflate the share price. 

The manipulation was part 
of a scheme by Mr Young to 
compensate for losses he had 
suffered in several unit 
trusts by trading heavily in 
small, unlisted securities, 
the- lawsuit says. Mr Young 
was charged in October with 
conspiracy to defraud by the 
UK's Serious Fraud Office, 
following a two-year investi- 
gation of a broader trading 
s«mHai that has cost Deut- 
sche Bank more than £4d0m 
(US$660m), including a £2m 
fine. 

The lawsuit says Deutsche 
ftank acquired between 12.5 
per cent and 16 per cent of 
Solv-Ex shares through sev- 
eral holding companies con- 
trolled by Mr Young. Those 
transactions contributed to 
the stock’s price nearly dou- 
bling to $30 between January 
and mid-March 1996, giving 
the company a value of more 
than 5800m. 


In the filing, Solv-Ex also 
n arm»3 several US. individu- 
als and investment groups 
that it claims had posed as 
financiers, but then used 
confidential information as 
part .of a short-selling 
scheme. Those groups were 
given frill access to propri- 
etary information about the 
com pany ’s technology. 

These short-sellers then 
allegedly publicised inaccu- 
rate information about prob- 
lems with Shiv-Ex’s technol- 
ogy, leading the share price 
to tail four-fold to $7.40 by 
the end of March 1996. 

The lawsuit names three 
US investment management 
groups and a Canadian engi- 
neering company as central 
to the scheme, as well as 
half a dozen other allege?* 
participants. 

Solv-Ex has patented what 
it says is a cheaper technol- 
ogy for extracting bitumen 
from oil sands, the vast oil 
reserves in the Canadian 
province of Alberta. ’ 

The company was raising 
money for the construction 
of a pilot plant on its Alberta 
oil sands leases, estimated to 
contain 4bn barrels of recov- 
. erable oil, when it claims it 
fell foul of tbe alleged stock 
manipulation schemes, mak- 
ing it impossible to secure 
financing to complete' con- 
struction of the plant. 

It is the target of a lawsuit 
by the US Securities and 
Exchange Commission, 
claiming that It misled 
investors about its technol- 
ogy. 
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White House - 
seeks accord on 
Social security 
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By Rtcbard Woffle - 
fai Washington 

The White House will today 
launch Its efforts to build a 
political compromise 
between Democrats and 
Republicans on reforming 
the- pepressioreera social 
security system. 

President Bill Clinton 
opens a two-day conference 
in Washington in the hope of 
avoiding a bitter party politi- 
cal row over the state retire- 
ment programme, and secur- 
ing a lasting social legacy 
for his presidency. 

According to senior White 
House advisers, social secu- 
rity represents the most: 
important domestic policy 
for Mr Clinton . in the last 
year of legislative action 
before the run-up to presi- 
dential elections in 2000. 

Gene Sperling, the presi- 
dent's national economic 
adviser, said; “Ultimately 
this is about protecting what 
has been really the crown 
jewel of progressive govern- 
ment - a universal, fair and 
guaranteed retirement sys- 
tem that has dramatically 
reduced elderly poverty In 
our country." 

Mr C l i nton is expected to 
highlight how . poverty 
among some elderly 
Americans remains high, 
particularly, for single 
women. Around five times 
the proportion of single 
women over 65 live in pov- 
erty - some 20 per cent of 
single elderly women - com- 
pared with married women 
of the same age. However, at 
its heart the social security 
debate centres less on social 
concerns over poverty than 
the finan ci al problems which 
face the system itself. 

Government projections 
suggest that the social secu- 
rity system will run- out of 
cash in 30 years, as the gen- 
erati on of baby, boomers 
retires and makes unprece- 
dented demands on the 


working population. To date 
tbe policy discussions have 
reflected the fault lines of US 
politics, with sharp disagree- 
ments over how to address 
the future deficit 

Republicans have favoured 
a plan of partial privatisa- 
tion, allowing taxpayers to 
set up individual accounts 
which would invest in the 
stock market to top up the 
state pension. 

Although this option has 
won some guarded words of 
acceptance from tbe presi- 
dent. it has also run into rig- 
orous opposition in recent 
months from union leaders, 
who mistrust the markets' 
ability to provide pensioners 
with a secure income. The 
White House will find it hard 
to ignore these concerns, 
given the crucial role of 
union support in the Demo- 
crats' strong mid-term elec- 
tion performance. 

Policy options for the con- 
ference range from 
full-blooded privatisation 
and stock market invest- 
ment to changes in taxation 
and payment levels. Among 
tiie speakers are Josd Pifiera, 
Chile's social security minis- 
ter in the early 1960s, when 
Chile privatised its state 
pension system. 

However, with the aim of 
building a bipartisan consen- 
sus the White House is 
expected to lean towards a. 
compromise package whicij^ 
includes adjustments to tax-i 
aiion levels. Social security 
is funded by a 12.4 per cent 
tax rate, which is paid 
equally by employees and 
their employers .on Income 
up to *68.400. 

■ One proposal is to increase 
that . limit to raise taxes on 
higher earners. Other ideas 
include lowering payments 
for wealthy elderly people, 
delaying the age when retir- 
ees can access social secu- 
rity, or -bringing state gov- 
ernment employees into the 
system for the first time. 



,-^sA 


Slums put their faith in Chavez 
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By ffcfeni tapper in Caracas 

In tbe slums -that gn no aa fl ; 
Caracas, anger about conup- 
tion and fear of endemic 
drug-related crime led to vir- 
tually unanimous support 
for Hugo ChAvezin Sunday's 
presidential elections. " S 

Residents of districts in 
Venezuela's capital, such-.as 
tbe 23rd of January — a oapt 

the 1950s and a sprawling 
shanty town development 
voted overwhelmingly for 
“El Commandante”, -who is 
set to take office on Febru- 
ary 2. 

The image of Chavez in his 
red- paratroop beret -'and 


t army fatigues is stencilled 
. .tos the walls of the narrow 
rubbish-strewn streets that 
wind, through the area. 

- - Next to the dilapidated pri- 
aguy school in the Observa- 
. fray suburb, campaign work- 
ers have painted one of their 
-.leader's favourite quotations 
-jfcom ' Simon Bolivar, the 
I g h- cehtury leader of Latin 
.Ameitajs; tear, <A.indepen- 


r E&t£^pnBrst negeksSHes." 

CaEs'for moral renovation 
(in his programme Chdvez 
promised to enforce “moral 
• instances of power" along- 
side reform of the executive, 
legislative and judiciary sys- 
tem) have found a ready 
echo in Observatory and the 


other neighbourhoods of 

23rd of January, which is 
home to some 250,000 people 
“We are sick and tired of 
everything," says Joel 
Caprfles, who had been help- 
ing to organise the Chdvez 
rampaigu In the area since 
April, ibe traditio nal party 
elites that decide everything 
and never consult people'* 
We are going to redesign the 
whole system.” 

Hector Torrefies, who used 
to work on the Caracas 
underground system and has 
Jo been with the Cb&vez 

SSS!f l,saysCh » wz ’ fifth 

“Vy 1135 become popular 

ai T- by Promoting 
self-help initiatives. e 


“The people's opinion is 
going to count," says Mr 
Torrefies. The message is 
that well finish with corrup- 
tion and that the law will be 
observed." - 

The fight against illegal 
«s a big priority, r 
Whole areas of Observatory 

ere dominated by dealer? in 1 
cocaine, “crack" and arms. I 

The MVR is promising to 
organise dril defence patrols 
and there are hints that, 
once in office, Mr Chdvez 
will create special police 
units to lead a crackdown. 

“It is a plague," says Mr 
Torrefies. “You can’t elimi- 
nate it from one day to 
another, but it wm be 
reduced." 
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France’s decision last week 
to block the transformation 
of Airbus Industrie, the 
European consortium, into a 
limited company has 
shocked British and Gamma 
aerospace executives.. 

The attempt to trsaaa&mn 
Airbus was tbrowa.fnto con- 
fusion -when Aerospatiale of 
France demanded a 50 per 
cent stake in the new com- 
pany - which British Aero- 
space (BAe) and Daimler- 
Chrysler Aerospace (Dasa) of 
Germany rejected. 

Behi nd the dispute is 

growing French concern that 
a likely merger between the 
German sad UK partners 
could upset thg jb iflaacB of' 
power in the cansorthnu. 

■For years, the French gov- 
isnmenthas been demand* 
Ins a consolidation erf the 
European defence industry 
to create a unified group 
able to compete with Boeing 
and Lockheed Martin. - 

Now that that restructur- 
ing is imminent, with, the 
expected BAe- Dasa tze-up 
and the General Electric 


Company at the UK acetady 
• tatting to partners, French 
companies seem to be 
cg nta d e d hence the furious 
reaction from Paris. - 
- At heart, this is a cottars! 
dash. British companies are 
omop r wd about the effect of 
any deafa cm their sharehofat 
: «rs. DaimlerChrysler " fa 
increasingly speaking the 
language of shareholder 
value top. The UK costnpa- 
hies have no difficulty envis- 
aging further tie-ups With 
the US; GEC, for example, is 
seen as a potential partner of 
Northrop Grumman or. Ray- 
theon erf the IS. 

. For the French, strategic 
and political implications 
take priority. France is sub- 
jrfdous of any deal with. the 
Americans became tt wants' 
autonomous. -European 
defence capability. 

: Aia rasolt, Frmch compa- 
nies wanting to participate 
in the r est r u c tu r i ng game 
are disadvantaged. Lord 
Simpson, Chief executive of 
GEC, admitted last week 
that, in seeking a “major 
strategic alliance", he was 
reluctant to bid with . a 


Freodi countepart, because 
the US might, resist French 
ffivobneanent in s aas hi ye US 
defisnee tedmoJogy. 

The second reason French 
<fefonrip comsanies seem so 
bofated is that most ef th«m 
stffl .have a state sharehold- 
ing. The French government 
holds 40 per cent at Them- 
son-CSF. the defence eOec- 
frtmics group, Aerospatiale 
Is wholly . state-owned and 
wifi be only partial priva- 
tised next spring. Both BAe 
and Dasa say they will not 
do a deal with any company 
sabstantiaBy state-owned. . 

The French government 
tats Said tt is prepared to pri- 
vatise Aerospatiale ftffly. but 
the participation of the .Com- 
munist party in the Jospin 
government makes ft impOa- 
sabte to proceed Quickly. ... 

OoBsMertsg the key role 
the French industry plays in 
European programmes such 
as Airbus Industrie, Baro- 
ceptor.. satellites and mis- 
sfiea, itcotdd earily make its 
partners’ lives difficult 
- A first, emotional reaction 
.war seen on Friday at Air- 
bus's board meeting, when 


Aerospatiale demanded a 50 
pfei* cent shareholding to 
counter the combined force 
of BAe and Dasa, which 
would otherwise , have held 
57.9 per cent. 

. Bat this strategy runs the 
risk of damaging both the 
European restructuring and 
French companies. Frendi 
industry leaders acknowl- 
edge. that "hfe will go an" 
with European partners. 

Instead, Paris is thinking 
about ways to strengthen 
French aaascl Be by oon soli- 
dattog Its own tetostry, pos- 
sibly through a merger 
betwe e n Aerospat i ale, and 
its mtesfed Erma* partners 
lten tiBfldaMBitoae 
ics group Ttotason-Afeatel. 
However, the danger for 
France fa that . by the time 
thfe happens, new - perhaps 
transatlantic alliances - 
might be in place. •/ • 
CJttistophe Jatotbysxyriy aero- 
space: correspondent for Le 
Afetvfc, is the nmmer of tee 
2998 Robert Mmafmer fkloto- 
ship and is seconded to the 
FT ■ 
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Sony play for online music rights 


By Aflca Rawsthora hi Loaded 
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Sony Music, one of .the 
world’s largest music 
groups, has instructed Its 
record labels to ensure that 
a comprehensive range of 
o nlin e rights are included in 
artists’ recording contracts. 

The labels will have to 
^renegotiate the contracts erf. 
existing Sony acts - which 
include such superstore. as 
Mariah Carey, Celine Dion 
and Jamiroquai - to make 
provision' for additional 
online rights, as well as 
adding extra clauses to their 
agreements with newly 
signed artists. 

Sony and' rival music 
groups, such as EMI and 
Warner, have for some time 
been adding clauses to art- 
ists' contracts to cover the 
sale of their recordings over 


the intranet and other digital 
distribution systems. 

However, Sony has now 
told both its wholly-owned 
record labels wnrf affiliated 
companies to a dd other cate- 
gories of onlin e rights, nota- 
bly those to the domain 
names of artists’ promot- 
ional internet sites. - 

Sony's strategy reflects the 
growing awareness within 
the mute industry- of the 
internets commercial poten- 
tial. The nnifag rmzsfc' mar- 
ket fa Stfll in a fled glin g 
stated but recent research 
suggests It could account for 
up to a third' of US record 
«les within a dedade. . 

At present, the vast major- 
ity of legitimate, onllna Sales 
are conventional *nadi order 
purchases of comport discs 
or cassettes- from internet 
rttailsites, such as CD Now 


and Sony’s Tbs Store. 

.. But the fastest growing 
area of the online market is 
expected to be digital distri- 
bution, whereby consumers 
carder a digital version of. a 
recording to be delivered 
directly to their c o mp u t e rs 
over the internet or another 
high-speed telecommunica- 
tions network. 

. The growth of digital, dis- 
tribution threatens to 
rhangft the balance, of power 
within the music market. 
Record companies will be 
able to bypass retailers by 
selling directly to consum- 
ers, thereby significantly 
enhancing their profitability- 
However, recording artists 
should also be. to cir- 
cumvent both retailers and- 
record labels by handling 
their own distribution. 

- Sony’s efforts to ensure 


tort it controls the rights to 
aB online exposure of . its 
ads are intefitfed to enable it 
to take fall commercial 
advantage of the digital 
urate market's growth, and 
to reduce the risk of artists 
breaking away by selling 
their own music 

One of the probfaxas facing 
Sony and other ertablirimd 
music groups is- that their 
promotional activities are 
concentrated on - raising 
awareness of their artists, 
hut record labels tend to 
have low public recognition. 

As a result, consumers 
tend to access music, sites 
because of the artists’ name, 
rather than the record 
Uni’s. If an artist decided to 
handle their own distribu- 
tion, the label would be 
hkety to lose aB the revenue 
generated by them. 
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offers 

bullet 

train 

to 
China 

By MfcMyo M ak arooto hi Tokyo 

Japan has presented China 
with a plan for co-operation 
on. the latter’s high-speed 
railway project In a bid to 
strengthen chances that the 
Chinese government will 
-cboqse Japan’s bullet train 
over French and German 
high speed trains for one erf 
the region's most ambitious 
infrastructure projects. - 

It was revealed yesterday 
that Kefao Obuchi, Japanese 
prime minister, presented 
the plan to Jiang Zemin, Chi- 
na’s president, last month. 

The Japanese plan. for the 
Beijing-Shanghid route rep- 
resents an unprecedented 
attempt to publicly and 
aggressively lobby a foreign 
government on behalf of 
commercial Interests. . 

; If the Shinkanseri - bullet 
train - is adopted, it wifi be 
the. first use of the tech- 



nology outside Japan. 

’ .The French and -German 
governments and industries, 
which have framed -a consor- 
tium, have also been .lobby- 
ing aggressively on behalf of 
a high speed train based on 
the French TGV and Ger- 
man ICE. 

- In the plan presented to 
Mr Jiang, the Japanese gov- 
ernment has proposed trans- 
ferring advanced technology 
related to the development 
and operation of the bullet 
trains. 

This, contrasts with 
Japan’s, image in Asia as 
being reluctant to transfer 
state of the art technology. 

Japan may .alro provide 
aid aimed at encouraging 
private investment to help 
cover the costs. 

As a start,, Japan has pro- 
posed a ministerial meeting 
as. soon as possible and 
hopes to 'despatch Khtsuji 


Doi, vice transport minister, 
soon to lay the groundwork 

for the talks. 

The 1,300km project is esti- 
mated to cost $12bn and 
aims to cut the travelling 
time from Beijing to Shang- 
hai from 15 hours to sis. 
Construction is to begin in 
2000. 

Whichever partner is cho- 
sen wifi have a huge advan- 
tage in working on future 
routes. The project wifi also 
provide opportunities for 
co-operation in the develop- 
ment of electricity infra- 
structure, telecommunica- 
tions. bridges and elevated 
tracks. 

. But Chinese adoption of 
the Shinkansen would also 
be a diplomatic coup for the 
Japanese government, which 
has been searching for a 
symbolic programme to pro- 
mote Sino-Chinese coopera- 
tion. • 


Fears of 
trade war 
over data 
protection 

By Bama Tucker in Bmss^s 




The EU and the US could 1 k> 
pushed into a data protec- 
tion trade war that would 
dwarf the row over bananas, 
according to soniur EU offi- 
cials. 

The warning comes as offi- 
cials from both sides are still 
struggling to find a solution 
to a dispute over the El-'s 
data protection directive 
which came into force in 
October. 

Diplomats are understood 
to believe that there is only 
a 50 per cent chance that a 
solution can be found, rais- 
ing the prospect uf a serious 
disruption to trade between 
the EU and the US. 

A meeting last week 
between John Mugg of the 
European Commission and 
David Aaron, (he US com- 
merce secretary, railed to 
yield concrete results. Nego- 
tiators from both sides said 
progress tvas made but 
admitted there was Httfr 
hope for a settlement Won* 
February. . 

The directive empowers 
national EU data regulators 
to halt exports of personal 
data to countries which they 
judge do not have adequate 
protection arrangements. 
The US currently falls <m« 
this category. So far, HU 
member states have not 
threatened to disrupt trans- 
fers of Information, but offi- 
cials are concerned that 
negotiations have not yet led 
to a breakthrough. 

The Commission will 
tomorrow meet representa- 
tives from the EU's 15 mem- 
ber states to brief them on 
the latest US moves. 

The US fa pursuing plans 
to ensure data protection 
through voluntary self regu- 
lation by industry'- But the 
member states have argued 
that these plans contain too 
many loopholes. 

The main unresolved 
issues between the EU and 
the US concern arrange- 
ments for ensuring Individu- 
als can obtain information 
about personal date held by 
companies. 
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“Whilst working at Iveco, 

' — S 

I’ve learnt something, 
we don't just make trucks, 
vans and all the rest. We 
work for customers. 

Here, they call it "Customer 
Satisfaction". What that really 
means is that if our 
customers have problems, 
anywhere in the world, we 
do our utmost to solve 
them, To me that's equally 
as important as making 
trucks, vans anc 
all the rest.' < 
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MOTOR TRADE M Ps BLAM E EU EXEMPTION FOR FRANCHISE PROBLEM AND CALL FOR IT TO BE SCRAPPED IN 2002 I CefViCal 


Car importers attacked on prices 


By John Griffiths fa London 

Importers of cars to the UK 
are distorting competition by 
not lowering prices even 
when sterling has been 
strong for many months, but 
instead are pricing up to 
“what the market wUl bear”, 
a committee of the House of 
Commons says today. 

It also focuses, in a report 
highly critical of the motor 
trade, on the relatively low 
purchase taxes in the UK It 
says that the nation's buyers 
are paying more for their 
cars so that manufacturers 
can set lower pre-tax prices 
in European Union states 
where taxes are high. The 


report from the all-party 
trade and industry commit- 
tee blames the EU dispensa- 
tion - known as the Block 
Exemption - which allows 
new cars to be sold exclu- 
sively through franchised 
dealers. It calls for the 
exemption to be scrapped 
when it expires In 2002. 

The report also criticises 
the “feebleness” of the Office 
of Pair Trading's (OFT) 
powers to investigate 
complaints. Statistics from 
the EU fVHWTnfaglftn and UK 
Consumers' Association 
presented to the inquiry 

showed that UK consumers 

were paying up to 58 per 
cent more for their cars than 


buyers in the cheapest EU 

markets. 

The MPs call for car- 
makers and dpalers - tO face 
posab le criminal chargqn, 
not merely financial p enal - 
ties, if judged to have acted 
anti-competitively or ahiro pti 
a dominant market position. 

The MPs allege that indi- 
vidual UK consumers are 
being made to subsidise, 
through higher new car 

“list” prices, deeply dis- 
counted deals to fleet buy- 
ers. 

The report appears- six 
weds after a formal hearing 
by the committee, at which 
MPs from both parties sav- 
aged motor industry execu- 


tives for charging what they 
.claimed to be “rip-off” 
prices. 

The OFT is dose to recom- 
mending a referral of the 
motor trade to the Monopo- 
lies and Mergers Commis- 
sion on the grounds of anti- 
competitive behaviour and 
price fixing, for the second 
time in six years. 

In 1992, the MMC found a 
complex monopoly in 

favour of 24 carmakers and 
Importers but left action to 
the European Commission, 

which lifted some restric- 
tions an dealers but renewed 
the Block Exemption until 
2002. “There is no justifica- 
tion for [its] retention”. 


according to the report- “The 

current price differentials 
between the UK and other 
EU countries are far beyond 
those formerly regarded as 
acceptable." 

The Block Exemption was 
granted to the motor trade 
on the grounds that cars are 
complex goods with major 
safety implications requiring 
specialist after-sales care. 
But it has been used to 
restrict competition and 
boost prices, the report con- 
dudes. 

The strong pound has 
made Britain a particularly 
lucrative market for car- 
makers in the past two 


PUBLIC SECTOR OFFER OF COMMERCIAL FREEDOM FALLS SHORT OF MANAGEMENT HOPES 


Privatisation 
of Post Office 
is ruled out 


DflOwrfaig worldwide 
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Post Office . 

Prtffi before tago) • 


Fioandai Times Reporters 
In London 

The government yesterday 
ruled out early partial priva- 
tisation of the Post Office, 
proposing reforms that fell 
short of the commercial free- 
dom the management urged. 

Peter Mandelson, chief 
industry minister, defended 
the decision not to press 
ahead with a share sale on 
the grounds that the neces- 
sary legislation could not be 
introduced for several years. 
“It would cause massive 
uncertainty and diminish 
the chance of immediate 
reform now, which would be 
the worst outcome of all.” be 
told the House of Commons. 
“It is clear that the postal 
sector worldwide has 
entered a new and turbulent 
age and competition will be 
fierce." 

But the decision will be 
seen as a victory for Post 
Office trade unions, which 
waged an effective campaign 
against privatisation. 

Senior ministers, incl uding 


the prime minister, believed 
partial privatisation was the 
right option in principle. But 
party strategists were con- 
cerned at the potential politi- 
cal costs. There were worries 
that tbe issue could be 
exploited in next year’s first 
elections for the new parlia- 
ment in Scotland, where 
polls suggest privatisation is 
very unpopular. 

Post Office management 
publicly welcomed the 
greater commercial freedom 
offered. The immediate effect 
will be a reduction in tbe 
amount the Post Office gives 
to the Treasury for the 
1999-2000 financial year, from 
£335m to £207m. 

The average "dividend" of 
80 per cent of prefits the 
Post Office gives to tbe gov- 
ernment will be reduced to 
40 per cent, freeing £lbn 
over tbe next five years. Tbe 
money wfU be used to invest 
in joint ventures and other 
services to compete with 
rival operators, including 
those in Germany and the 
Netherlands. 
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Neville Bain. Post Office 

nhairman miH file decision 

could lead to lower postal 
prices and bad broadly safe- 
guarded the nationwide net- 
work of post offices. 

Mr Mandelson said he 
wanted to end the “intolera- 
ble” delay in deciding: the 
organisation's future which 
has lasted several years after 

the previous Conservative 
government’s attempt at pri- 
vatisation was beaten hark 
by a union-led campaign. 

Mr Mandelson said there 
would be an “historic new 
relationship" between the 
government and the Post 
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-Office. He denied he had 
fudged the issue, adding that 
the government had not 
ruled out the introduction of 
private shareholding 
through the sale Of a minor - 
ity stake at a later stage. 

Union leaders saw Mr 
Mandelson's formula as a 
vindication of prolonged 

behind-the-scenes lobbying 

against ministers who 
wanted the Royal Mail off- 
shoot of the Post Office sold 
to the private sector. 

Derek Hodgso n, g eneral 
secretary of the CWU com- 
munications workers’ union, 
said yesterday: “For the first 


time since 1991, the Post 
Office can plan for the future 
with confidence.” 

The CWU had made it 
dear since early aut umn 
that if the trade and indus- 
try secretary privatised even 
a big minority share of the 
Royal Mail, it would 
threaten Industri al conflict. . 

Mr Hodgson said Mr 
Mandelson had shown cour- 
age in opting for a solution 
that was “outside the nar- 
row confines of old-style 
national jsation and raw mar- 
ket-driven privatisation". 

lax; Page 22 


cancer test 
may end 
screening 
‘scandals’ 


By Cfiw Codkson, 

Science Editor .. .. . . 

Scientists have developed a 
test for cervical cancer that 
picks out abnormal cells far 
more clearly than the exist- 
ing error-prone screening 
system. 

The Cancer Research Cam- 
paign, which funded their 
work at Cambridge Univer- 
sity, said yesterdaythai the 
test “could end the scandals 
that have plagued the cervi- . 
cal screening' programme” in 
the state health service. 

The CRC b as licensed 
diaDexus, a diagnostics joint 
venture established in Calif- 
ornla last year by Smlth- 
Kline Beecham of the UK , 
and Incyte Pharmaceuticals 
of the US, to commercialise 
the; screening test 

The latest criticism of the 
present UK system came at 
the weekend from the House 
of Commons public accounts 
committee, which said fail- 
ures in the programme were 
putting thousands of lives at 
risk. 

“The system was failing 
and it needs to be changed,” 
Frank Dobson, chief health 
minister, said yesterday. 

The Campaign Test, as it 
is call ed , urey antibodies to 
borne in on any abnormal 
cells in a cervical smear. A 
fluorescent or coloured dye 
then highlights these anti- 
bodies, making the suspect 
cells easy to identify. . 

Preliminary tests have 
shown- the method is 
extremely accurate. The 
Cambridge researchers did a 
trial of 58 smears and found 
pre-cancerous abnormalities 
in three cases that were 
diagnosed as normal by the 
conventional Pap test. If 
large-scale trials - due to 
begin in 18 months - are 
successful, the test could be 
available within three years. 
Same UOm cervical smears 
are taken worldwide each 
year, about half in the US. 

Until the new test has won 
tbe confidence of patholo- 
gists, it will be used in com- 
bination with the Pap test 
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Figures suggest rate may 
have slowed to zoro } * 5 

Official date fcssued.yestentey showed a sustained decline 
tn production across a broad swathe of manufacturing. 

- The figures suggested thateconamic growth rrwy have 
stalled last month for the first fans for rnorptha n sfac yea rs. 

The National Institute of Economic and Social Research 
said yesterday the quarterly rate of growth may have 
stowed trraro last month. . ' . 

A survey published today reports that stores havesuf- 

fered-fi poor start to Christmas trading. Retail satesdipped 
0.4 per cent in November as heavy discounting felted to M - J 

discretionary spending,. says the British Retail Consortium. j 

Manufacturing output fefl 0.4 per cent fast month. Christo- 
pher Adams, London • 
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Bomb-making cache found 

Irish police yesterday seized bomb-making equipment in a 
raid on a house in Dundalk, on the republic's skle of the 
border with Northern Ireland. Security officials said the find 
may be linked to dissident republicans opposed to the 
peace agreement, raising fears of a pre-Christmas bomb- 
ing campaign. RTE, the republic’s state broadcaster, said 
police believe the cache was being stored for the Real 
IRA, a dissident group responsible for the bomb which 
kilted 29 people In the Northern Ireland town of Omagh in 
August John Murray Brown, Dublin ’ 

CO-OPERATION WITH ISRAEL 

High-tech scheme launched 

A UK- Israeli initiative to encourage co-operation between 
high technology companies and Joint research was 
announced last night by UK government's trade and 
industry department The governments of the two coun- 
tries are creating a £l5.5m ($25.7m) fund to stimulate col- 
laboration in areas such as biotechnology and information 
and communication technologies. The initiative was 
launched by Peter Mandelson, chief Industry minister, at 
the annual dinner in London of the British-lsrael chamber 
of commerce. David Wighton, London 


TREASURY MINISTER SPECULATION j4 t \ 

.... \ | 

Tax policy powers severed 

Geoffrey Robinson, paymaster general - a Junior Treasury 
minister - has been relieved of any responsibility for tax 
policy, fueffing renewed speculation about his future in the 
government. The London office of Tony Blair, the prime 
minister, is understood to have been concerned that Mr 
Robinson's continued involvement in tax Issues would 
prompt further adverse publicity about the offshore trust of 
which he Is a discretionary beneficiary. 

Mr Blair’s official spokesman yesterday said Mr Robin- -- 

son had the premier's full confidence. Mr Robinson has 
worked on key tax changes, including the windfall levy on » 
the profits of privatised utilities. David Wighton, London _ 
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\ ... INVITATION TO TENDER : 

FOR THE PURCHASE OF SHARES OF KONZUMBANK LTD 

.< * 
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We want your business 


For mom on Cfassified Busxn^s Advertising m the FT please call: 

Tel. +44 171 873 3349 Fax: -44 171 873 3064 
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PRESS MONITOR 

Phone/Fax (7 095) 330 3895 

An overview of the Russian press 
to go with your morning coffee 


www. pressmonitor, ru 


H B SALE (HOLDINGS) 
LIMITED 



OFFSHORE 

~ COMPANIES 



SERVICES (UK) LIMITED 
Standbnx* Howe, 2 - 5 DW Bond St, 
London. WlX 3TB. 

Tet +44 171453 4244 
Fax: +44 171 491 0605 

E-Mail: uk4niw§ncsLcom 
http y/www . itsl. com 


Cawm Islands & 
Worldwide 
OVFSUORE COtfPAHY 
romAiKm& • 
AmmsrRAnoN. 
Full Samps 



4'1 .M ; irnr 


EDUCATION, TRAINING^ 
RECRUITMENT AND 
BUSINESS SERVICES GROUP 
FOR SALE/JOINT VENTURE 

» Premium clientele - UR & Overseas 

• Excellent Location - South East England 

• Turnover in excess of £2M (capacity £5m) 

• Profitable 

Principals should contact reference: 95105 

THE BUSINESS 
EXCHANGE PLC W 

21 John Adam Street, London WC2N 6JG 
Telephone: 0171-930 8965 Fax: 0171-950 8437 
ennathfnfotfbusfneaa-exchange-plc.co.uk . 

Rrjutalrd brSFA 


FOR SALE 

NORTH EAST BASED EQUESTRIAN 
COMPANY 

Specialties in horse feed and feed 
supplements 

Turnover c £750,000 
Profit Before Tkx c £80,000 


Contact: OR. Arthur, Butman Hoi 
Newcastle upon Tyne, NE3 31& 


The jcmn Administrative Receivers of The HCG Group ' 
Limited, Peter Spratt and Joe Cbnskfin^ offer far sate their 
£$aarebokBflgs in the following subsidiaries: 

1j© - H B STROPHJBLlMrTED ' 

of dm business IndiKte ■" • 

as Wudver £2J9m, operating profit Cl 70,000 
sa sBsoff •' 

• established customer base of 1 800 

• second In die UK market for the assembly and 

wholesaling of trophies ' - • ^ . 

£* '. H B SAL£ LIMITED _ 

the 

• Xumover tfJzsm, operating profit {90,000 

tb 38 sHSerf staff • ^ a ; 

• Bght engin e ering business established 1 862 . 

H « SAl£ (HOLDINGS} LIMITED r 

Princi pa l fortunes of the business tgdude: 

• freehold property 43,500 sq ft -occupied by H B S 

Trophies . . • 

• leasehold property Tl^OO-sq it - occupied by HB Sale 

Please note that the above threerqpmpanies are not in - 
receivership. . r }-\ : 

. • . ’? : ~v 

For further Information, please contact Alistair Grove or 
Rob Wood of PricevwateihouseCoopers, Temple Court, 
iS Buk Street, BJrrnlngharn ■ 

Td: 0121 265 5000. Fax: 0121 265 565a 

Pmi/\f^HCk^(OOPERSM 


MBMutMmOMpn b b)r As butotxr at Qmd MnuMM 

to EiWiad iod WUn » any oa kamnnt Briaen. 



NURSING NOME REG 41 (DUAL) 

• High property priced London 
Borough 

• ExcsAatf wefi des«nMJ coweisiofj 

• Refurbished to modem hotel 
standard 

« Fufly operated muter manapetrard 

• Successful twsinB8S.Wgh profits 
•Freehold property 

• Retirement sale 

totobr pewamourto to earn 
RMH Bras. On SoulMitBriitga, 

. UntaSElM. 


TSA Business Sales TSA 


lOTEKNATIONAL ROAD 
HAULAGE Ca 
Sooth of England Location 

2 i/Z aok srm with scoteio expwdl 
CUIGETOAU. MAIOK HMD NEm«KS. 

Uraoueiuet Out buioctcuests. 
BSMLSS>40ySAi& Ownb Rnwd 
VOLfm. \ba further p&rnaoL 
BadMHMsnbCilSnk 
Freehold nrikble. B*ft 7*13 
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ACHIEVE YOUR OBJECTIVES 


THROUGH EMPLOYEE SHARE OWNERSHIP 


Research shows that 
companies in which 
employee share ownership 
is widespread perform • 
better, with Increased loyalty 
and motivation resulting in 
higher share price. The 
Government is encouraging 
more companies to introduce 
employee share schemes. 

Now could be the time to 
introduce such a scheme into 
your company. 

Linking Employee Share 
Schemes to corporate 
Objectives is precisely what 
you need to set up an effective scheme, ft examines 
how to design an employee share scheme to. meet your 

corporate objectives. 

Covering every form of employee share ownership, 
as well as the regulatory framework in which 
schemes may be adopted, it is the essential handhook . 
«, setting up an employee share scheme or reviewing 




LidVm$ Employ-' 

SVuits SdiccncA va 
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Contents Inchtde: 

■ Employee ownership - rhe 
background and theory 

• Choosing the right scheme 

• Company law and the UK 
regulatory framework 

• Share purchase arrangements 
■ SAVE options 

• Company share option plans 

• Unapproved share option 
schemes- 

• Gifts of shares 

• Profit-sharing schemes 

• Restricted share plans 


an existing scheme. 


► FAX your order to: + 44 (0} 1 7 04 5 06 6 8 5 

► CALL our order, hotline: +44 (0)1704 508080 

► E-MAIL US AT: ordereftmanagement.com 

► COMPLETE & POST THIS FORM TO: 

FinancialTunes Management, FREEPOST, LON 8663, 
Southport, Merseyside PR9 98fL 
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[MANAGEMENT' 


BROOKFORD 
DISTRIBUTORS LIMITED 


The Joint Administrators, Alistair Grove and Stuart 
Macke! Jar, offer for sale the business and assets of this 
Warwickshire based wholesale supplier of products to 
launderettes and professional photographers. 

Principal features of the budnecs indude: 

• turnover c£3m textile care; 

t£3.5m photographic supplies . . 

• national wholesaler of photographic consumables io 
2D00 profes5tonaf end user customers 

• national supp&er id launderette outlets with own brand 
- products and 1,000 customers - 

• excellent communication finks, with motorway network 

• 1 0,000 sq ft leasehold warehouse premises 

Far further information, please contact Richard Owen of 
PricewaterftouseCoopere, Temple Court, 35 BuD Street, 
Birmingham B4 6jT., 

Teh 0121 265 5000. Fax: 0121 265 5650. 

PRKS/umm^opERs ■ 




DATAMATIC LIMITED 
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The Joint Administrative Receivers, Derek Houdl and 
Robert Birchall, offer ibr sale the business and assets of 
this South Wales based manufacturer of computer listing 
paper products and bespoke printed business forms. 

Principal features of the business indude: 

• second largest manufacturer of computer listing paper 
in the UK 

• 100,000 sq ft of leasehold factory units 

• Giebder RB60. Hamilton wide track and 
jumbo collators 

• production unit in Malta 

• turnover c£1 5m pa 

For further information, please contact Anthony Lucas or 
Stephen Hall of PricewalerhouseCoopers, Churchill 
House, Churchill Way, Cardiff CFl 4XQ. 

Tel: 01222 237000. Fax: 01222 602405. 




to tnfUid •» any atiOM Uh 


Irish IFSC licensed company seeks joint venture partner in 
Futui^Trading/Brokjerage business 


• a dutaixto« of thourondh erf pb*onnl ctmmdc**. 

• Tidly equipped dealing roam fadfiik. and back office. 

• suae af (bead cempmer j-yocm wtach b folly Y2K coinplum. tapac«ylr 
process a Ufjse number of ru-uxscr moKXUons *■ wdl as, providing lQimul 
managcmcoi reporu and can be Bribed lo a database for madccunp purposev 

Ftetof reply to Rox BSZIfr . 

Fbuncfol Ttoci 
One SnnthtoWk Bridft 
IxodnaSGl WL 


BUSINESS SERVICES 


CONVERGYS 

* 

Convergys Corpomfon is die global leader in providing 
outsourced, integrated, customer hare and billing, services. 
Convergys serves the top companies in communications, 
technology, cable and broadband service^, consumer 
products, financial services, utilities, healthcare^ hospitality, 
and direct response. ■ . ; . 

Mare than 360 million bills for cable TV, wireless, and 
wireline telephony are produced by CtKivcagys software 
and in Convergys’ data centers each year. Convergys 
customer -care handles more than onc million calls each 
day. .'••A 

Convergys, a US St .4 billion corporation. Is listed on the 
NY Stock Exchange (CVG). To learn, more a boot 
Convergys solutions and services, please contact ua on 
the Internet at www.convergys.com. on ■' 


Convergys DBA CBE Lid.- 
5 Bath Road 

Skwgh. Berkshire SH3UA 
UK 

(44) 1753.551955 


Convctgys IMG Inc. 
600 Vine Street 
Cincinnati, Ohio 45202 
USA 

' +513.723.7000 


WATEFVEFFUJENT/OiL PRODUCTS ETC 

STORAGE TANKS 
INCLUDING BUNDED TANKS 
AND CONTAINER ISO TANKS 

. . FOR HIRE ' 

Cyflndfical-'horfeontal Tanks with Long or Short Term Hire 


p R 1 O R I T Y O R D r p f O R M 


We vupply h.wbJt ranpe of tanks f« 
«xier efltueouac. Large capacity. 
Speedy deinray MiW susei tanka 
for all products avaUaWe. 

ConucL- M». Nifl Ve»ry 
PLANTCRAFT LTD 
lM Rww. >J OwoU S«L Srwiborpc- 
NartkLntoVnUwr 
KJIJ7PN ENGLAND 
TH: (M7U> 850224 
Fax: (61724) 720623 


esss? 
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Surveyors. Valuers* Ageicts 


RkshfrantTWine &Ut, Wl 

• Licensed rcaxnmr (80+ 1 «nlh 
OWsde seating lam 50 V 

• Cancr posnitro kneed dote u 
Edgmrr Road and Maykhcne 
Road. 

• 25 year lease from 1497. 

• fottktV Full On Licence 
ICMMfiUMalL 

Offers in excess of 

£140^000 LEASEHOLD 

LoadoB Office RefOOyFTtXi ' tSS/WBI 

017122707W 


.Norfolk 


Resdenhal Care Home 
R£«smH>roal3 

« Above >w ap occupa n cy. 

• Ires range from £225- £265 per 
week. TTOlo Mot* IW 
■pproxnnalclv £150.000. 

• PMcnud owner's accnnmdauan 
KfeOBfaf. 

• Rrcaennmcd net profli twi.OOO 

£265yNtREOnu> 

Offer Erf IWT7S717/MAI 

01473 254588 


ResuiisaNT/Cafe 

• gesUunW/cafc (dies 65). 

• B»y (cbm! Loedce JocaOwt. 

• Officftfrettii area with tugft footfall. 

• Recently gwned lease. 

• Lock-up uon. 

• Air coodumuii;. 

Offers k the reghkot 

£2MJM0 UbtSEBOUV 

L*kkm Office RrJ .( KFI (< t > 8WWCI 

0171227 0700 


I S(H TH WtST I 


Nursing akd Resjoenttai. Hoak 

Centre RrcKratm nw 52 

• 25 nmw»5 purpose twi* 25 
iradeiSliaL 48 stuck*. 2 twins. 

• TVD oppnuctnng XI 4,1X10 per neck. 

• Matugetneni nm Eueanvc 
oj ui pcaca Gntl order diruu^bivt. 

• Plaas passed for self cacrap fbis 
on j^oenn plot. 

£U050jn0 FREEHOLD 

Exrtrr Office Rcf !XFT79t>2yMI 

01392 259371 


I SOLTH VORKSHIRH |l 


M l st Yorkshire I 


Dim. Kegsxered Home 

SBC35IERED FOB 28 

• t 2 *i* 3 ie*. SnttmrlAen atari. 
•Shaft ML 

• Ker «Bcme C400JVU j*» anonn. 
CTQQjOM FREEHOLD 

Leeds Office Kef 5#Fmi.VHAl 

0U3 245 9667 


CntciTT Bab and Hotel 

• T.*»n crane kan, 

• Reccull) iclnffoshed to hiph 
suwbnl duonpbuH 

• If eo Male- trtrov hnlnaKos 

• Avcrapr of lObanrlspn meek. 

• Open plan Kar ami i55fll 

£475,000 mHHMi) 

Unis Office toi WFtTtXtfrM 

0U3 245 9667 


Officcs at: London ■ Birmingham • Bristol • Edinburgh 
E viTER ■ Glasgow • Ipswich • Eeros • Majdstcnf • Manchestir 
Milton K'.rNcs • Niwcastll • Nottingham • Winchester 



Taylor & Squires 
Limited 

The Joint Administrative Receivers offer for sale the 
business and assets of Taylor & Squires Limited, 
Bracknell, an importer and wholesaler of hairbrushes, 
cosmetic accessories and novelty gifts. 

Key features-. 

■ cS7m turnover per annum 

■ Blue chip customer base 

■ Dedicated Far East suppliers 

■ 33,000 sq.ft leasehold premises 

■ 16 employees 

■ Stocks c.Clm 

For further information contact Stephen James, 
Joint Administrative Receiver at KPMG, Arlington 
Business Park, Theate, Reading RG7 4SD. 
Telephone 0118 964 2270 or Fax 0118 964 2284. 

KPMG Corporate Recovery 

KFlutG Corporate Recovery is a cSufeion of KPMG which e 
authorised by tha Institute ol Chartered Accountants in England 
and Watesto carry on investment Business, 


BDOSTOY HAYWARD 

BY ORDER OF THE JOINT ADMINISTRATORS 
D. SWADEN FCA & D. J. POWER FCA 

IN THE MATTER OF 

AIDAN PIERS 

m Administration 

Offers are invited for the sale of the above 
business and assets. 

• Turnover in excess of £4 million per annum 

• Prestige second-hand car business retailing 
600 cars per year ■ 

• Operates from prime auto retail site situated 
in Altrincham WA14 

• Strong customer base 

Enquiries should be addressed to: 

BDO Stay Hayward CRJ I BOO 

Peter House, Peter Square mowr\ujTHr 

Manchester Ml 5AB &—*««««, 

Tel: 0161 236 1955 Fax: 0161 228 192 9 


CHRISTIE &. C2 


Surveyors. Valuers & Agents 


Preliminary 
Notice of Sale 


Corporate 

Health & Fitness Club 
Portfolio Disposal 

Contact 
Jon Patrick 

Leisure and Development Division 

0113 245 9667 


Office?, at: London • Birmingham - Bristol ■ Edinburgh 
| ExvTsn ■ Glasgow - Ipswich • Leeds • Maidstone • Manchester] 
Milton KetneS • Newcastle ■ Nottingham • Winchester 


LIQUIDATIONS 

receiverships 

AUCTIONS 

200-400 listed every wed; 
in the PAGE I REPORT 


BUSINESS RESALE 

1204 different businesses, 
auctions and property sales 
listed anay month. 




* • ’ *** 
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“As part of Lucent Technologies, 


I’m helping to take communications 

in Europe to new heights’.’ 


‘owner to 
nd SMIiu oo 
mi rev a 



Jan Neuteboom. Manager. Software Development 


I love the feeling of freedom when I fly. It’s like the 
freedom I have at Lucent Technologies to find a better 
communications solution. 


That's how my team of high-flyers developed a countrywide 
networked messaging system to service all the Netherlands. 
And ifs why Lucent solutions - from voice and data networking to 
internet call center applications and wireless - are transforming 
communications throughout Europe. 

Whatever the future brings will probably come from Lucent 
Technologies too. After all, over the past 128 years Bell Labs, 
our R&D division, has developed innovations that include 
the transistor, laser and cellular technology, even the 
communications satellite. And eight, of our scientists have been 
awarded the Nobel Prize — a legacy of innovation that continues with 
3 new patents every working day. 

Who's responsible for this record of achievement? 

Consider that I have 15,000 colleagues working at 
Lucent across Europe — and 120,000 worldwider 
Each of us is aiming to make the breakthrough ■ 
that takes communications to a new level. That's 
why I know Lucent .will change the way you 
communicate. Get ready for take off! 


-- vw 

■ ■■■*.•*.** 


*s. 


fit 


Hi: * 


Lucent Technologies 

. . IiB Uh faw ow t t a fti 

Tel +44 7000 LUCENT 
. 444 7000 582 368: 

wwwJueent.com 



- '*m.m 




We make the things that make communications work. 
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may study 
on 



KL campus 


By Simon Targatt, 

Education Correspondent 

British universities axe 
preparing to allow Malay- 
sian students to study for 
full degrees without ever 
needing to step cm British 
soQ, under radical measures 
designed to offset the dam- 
age to overseas recruitment 
caused by tbe Asian cur- 
rency crisis. 

Coder conditions of com- 
mercial secrecy, some are 
understood to have submit- 
ted plans to the Malaysian 
government for establishing 
the first British "branch 
campus'* in Kuala Lumpur, 
the capital city. 

These satellite institutions 
would be staffed by a univer- 
sity's professors to ensure 
academic standards matched 
those of the British campus. 

The move comes in the 
wake of figures prepared by 
the British Council, which 
show that the number of 
Malaysian students enrolling 
on courses has nearly halved 
since last year. 

Tbe council estimates that 
cash-strapped universities 
and colleges have lost up to 
£50m ($83m) in tuition fees - 
a hole in the budget that 
even a generous gove r nment 
settlement for higher educa- 
tion funding expected to be 
announced tomorrow, is 
unlikely to fllL 

In a survey of Britain's 34 
priority markets for overseas 
students, the Education 
Counselling Service, the 
British Council’s education 


marketing arm , found 
the number of rung Malay- 
sian university students had 
fallen by 44 per cent from 
3,821 in 1997 to 2027 thfe 
yea*. - -ja 

Other markets have also 
suffered. Tbe number of stu- 
dents from Thailand fell by 
29 per cent (from 786 to 544); 
from Korea by 23 per cent 
(from 521 to 308), from Indon- 
esia by 19 per cent (from 871 
to 299), and from Singapore 
by is per cent (from 1,367 to t 
1403). •' 

Allan Barnes, director of 
the ECS, said universities 
that had experimented with 
so-called "split degrees' 
with one or two years in- 
Malaysia and one or twain 
tbe UK, were now ready to 
offer so-called "3 plus fl" 
degrees, with no require- 
ment for Malaysians to incur 
the costs oT- travel and 
tuition fees in sterling. . 

Monash, an Australian 
university, has already 
established a branch campus 
in Malaysia. The latest fig- 
ures show that Australia has 
a higher share of the East 
Asian and Pacific Rim over- 
seas student market than 
the UK - 74 per cent com- 
pared with &8 per cent. 

Malaysia is the third larg- 
est student market for the 
UK after Greece and the 
Irish Republic. According to 
figures for 1997/1997, the lat- 
est available, there were 
18£71 Malaysian students - 
more than students from 
France (17,079),. Germany 
(16,420) and the US (9.448). 


US owner to 
spend $6Qm on 
Cunard revamp 


By Qzabeth Robinson 
in Loudon 


Cunard aims to spend $i5m 
on refitting the Queen Eliza- 
beth 2 next year as part of a 
$60m.-$70ra revamp of the 
luxury cruise line's fleet 
The 31-year-old flagship wfll 
be joined in 2002 by a new 
£300m sister liner, which 
will offer transatlantic pas- 
senger crossings as well as 
cruise Itineraries. 

Larry Pimentel , Cunard 
chief executive, said the lat- 
est QE2 refit would only 
refurbish the hotel accom- 
modation on board. "She’s 
an old lady without any 
make-up," he said, “although 
she's built like a battleship.” 
The refit, which is expected 
to be carried out in Europe, 
will put the QE2 out of ser- 
vice for three weeks next 
November. 

The revamp of the Cunard 
fleet follows the $500m pur- 
chase of the line earlier this 
year by Carnival, the US 
cruise operator, from Kvaer- 
ner of Norway. Kvaerner 
had been looking to sell 
Cunard since it acquired it 


among the assets of Trafal- 
gar House in 1996. Catiojval 
merged Cunard with its lux- 
ury Seaboum line but Mr 
JMmental is seeking to 
relaunch- the brand as .a 
tbrewtrong fleet with stan- 
dardised livery, systems and 
work practices. 

Cuuard’s Sea Goddess I 
and Sea Goddess H will join 
the Seabourn fleet along 
with the Royal Viking Sun. 
The . Vistafjord - will be 
renamed the Caronia and 
remain in the Cunaid fleet, 
along with the QE2 and the 
new liner. Seabourn operates 
the Seabourn Pride, Sea- 
boom Spirit and Seabourn 
Legend. 

Mr Pimental also gave 
details of "Project Queen. 
Mary", code name for the 
new finer. He said the ship 
would complement the QE2 
on transatlantic crossings 
and cruise itineraries. Work 
on it begins next year, to 
start operations in 2002. Tbe 
main contenders to build the 
vessel are Kvaerner of Nor- 
way, Fin can tier! of Italy, 
Meyer Werft of Germany and 
Chan tiers of France. , 


De Beers Centenary Finance PLC 

«nc muMcd to the We rfMan under die Cofflr«»k* A«*lWlwlW3 

(|W ^ jugtaarej Number 6fi056C> 

£100,000,000 994 PER CENT GUARANTEED. 
BONDS DUE 2020 (the ‘B onds’) 

INTER EST PAYMENT N O. 8 

t|uj n . a. few «uq rfv months endnfl 31 DflCfliflbflf 1998 ot 
d E487 jso per C1OP0O tn print*** wnowt at the Bon* w» be 

paid on 31 DeceniwlWBasloiows:- 
I) To holdws of Bonds In feflteterad torm nsgtettfed as sup* 1 0/1 
i« December 1996; and ■ • 

pajMaB ' n “ > uBsteU • 

. assy -- -4 

Luxambourg 
lOAboulewud Royal 
BnJcarg0 . _■ L-&83 Luxembourg 


„ a- London Sock Ezctangete 7 December 1898. 

besu6foct ‘ I 01 

Registered md Haad Oflta*; * Conwutwhw® S«^ ^ 

6 Hope Street po Box No. 82 . 

Catitewwn cax»n House, RedcffleWw 

tsJha of Man * Bristol 8S997NH 
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UntadMnQ# m 
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Lawyers seen as soft targets for organised crime 


D&iy money is diverted to firms after 
banks clamp down, writes Robert Rice 



'he recent revelation by 
:the National Criminal 
Intelligence Service flat 
• ox GUy of London, law firms 
-are toidm investigation for 
suspected laundering of drug 
cartel money drew a swift 
jfrnm the &np Sod.-. 

• fe ’• • 

^aymgflpsofio- 
be^n involved’ 
It' 

said. “l^&t^ambiimaj amount 
of sfej^mdoery gees fluougb’ 
aoBici taaf 1 firms, ifaniw snd 
finance. hooKa^re the main 
targds,stt to. suggest that it. 
■fo a lawyer problem is fool- 
U 

yet, in City legal <3 rotes 
tbe news of tbe NOS fktfisb- 
g aOop s c a rnw as no real sur- 
prise, For while, as . NCIS 
snhse^ienfly admitted, pros*' 
ect&o&s of lawyers." ifor . 
money l a u nd e rin g are “very, 
very rare," investigations of 
suspected money .laundering, 
try law firms . are’ coxcrmon- 
place. - ' 

According to one-.ctixae 
expert it is almost inevitable ’ 
tfiat at any onB.ttaeone or 
two law firms viffl/he under 
investigation because of . the 
growing size pf.flfet^iirbblem ' 
(proceeds fram the UK. drugs 
trade are estimated at £12bn 
fCastm)) and the amounts 


of money handled by com- 
mercial law. firms these 
days. 

As banks and finance 
houses have tightened proce- 
dures for dealing with 
money laundering, organised 
Crime, has looted for other 
m taandertag .the 
of crimeL- - 

: of the isw^Sfd-jsf- 
talsttoa teamTd^tbL 



AIsop, a awfidjuffi law Ann, 
points oujfcatistt^^e growing 
trend to ’us^ hm-financlal 
instit u tions to launder dirty 
inontsy was highhg&ted' jh 
th^!997-96 -annual repdrt of 
theT- financial-action Task 
Force, the intergovprnmsn- 
■taj' organisation ret up to co- 
orifinate international efforts 
tonombat money .lairader- 
4jjk ; 'V 1 •• • : l •• J ' 

Raters says, the sod- 
e^rj'w»f-vmXQg to respond to 


the NCIS disclosure by sug- 
gesting a minimal amount of 
dirty money goes through 
solicitors’ firms because ft 
sends the wrong messag e to 
the profession. 

“to terms of the sums 
involved In international 
money laundering lit] may 
be true. However, in tbe con- 
text of the significance of the 
ethical and practical prob- 
lem of money laundering for 
the legal profession, it is 
simply ignoring the reality 
of the situation." 

Mr Walters says that in 
fact the society does recog- 
nise that money laundering 
poses a significant problem 
for lawyers, in a recent edi- 
tion of the its Gazette, Dale 
O’Callaghan, a professional 
adviser at the society, wrote: 
“Solicitors are considered a 
soft target by fraudsters and 
money launderers because 
they lend legitimacy and 
respectability to illegal 
transactions." 

But according to Monty 
Raphael, senior partner of 
Peters & Peters, the white- 
collar crime specialists, 
although law firms are being 
increasingly targeted- it is 
not necessarily primarily for 
money laundering. They are 
being targeted by interna- 
tional fraudsters and laun- 
dering is often ancUfoxy to 
the fraud. 


"From my recent experi- 
ence it is quite dear a num- 
ber of firms, big and small, 
have become the t ar g ets of 
organised crime who are 
anxious to find ways of dup- 
ing these firms into accept- 
ing large sums, usually by 
bank transfer, under tbe 
guise of conducting sophisti- 
cated financial business," he 
says. 

“Their real motive is to 
perpetrate financial fraud on 
unwitting investors and then 
a helpful by-product is that 
the initial deposit they make 
with the law firm for doing 
tbe work, which can be sev- 
eral millions, ««> eventually 
be transferred elsewhere 
having gone through a law 
firm's account and been. fur- 
ther integrated into the legit- 
imate financial system." 

The NCIS revelation 
appears to have been 
prompted by feelings that 
lawyers are not doing their 
bit to help the authorities 
fight money foundering, The 
suggestion from the service 
was that lawyers were hid- 
ing behind the fact that the 
anti-money laundering law 
requires them to report only 
a client they suspect of 
Involvement in drug traffick- 
ing or terrorism. 

The government now 
plans to tighten the money 
laundering laws by extend- 


ing the criminal offence of 
foilure to disclose knowledge 
or suspicion of money foun- 
dering to coverall crimes, as 
part of its obligations under 
the draft European money 
laundering directive. 

Bui Mr Raphael does not 
believe law firms are hiding 
behind loopholes in the cur- 
rent law and does not accept 
they are compile! t: “They 
have too much to lose and 
most of them would take any 
steps not to imperil their 
reputation or tbe reputation 
of their firm." 

The reason for the low 
number of trpofls from law 
firms is that lawyers are 
simply not very good at spot- 
ting when they are being tar- 
geted. he says. 

' “At the end of tbe day law 
firms, won't be any more suc- 
cessful at spotting money- 
fottoderfrig tban the finan- 
cial cbipmxuiity has been. 
We know from the NCIS 
figures that 'there has been a 
forge number of tip-oflk from 
the QoaqcVal community. 
But what we don’t know is 
what proportion they are 
itSKrTtitig." he says. 

He '.says tfre solution may 
come from better training of 
lawyers and renewed efforts 
to raise the awareness of the 
legal profession - as has 
happened in the banking 
community. 


Ex-minister 
tells why he 
fed beef to 
daughter 

John Cummer, Conservative 
agriculture! minister in the 
early 1990s, says in written 
evidence to the BSE (“mad 
cow") inquiry that if he had 
thought beef was not totally 
safe, he would not have fed 
it to his four children. 

In 1990, Mr Gummcr fed 
bis six-year-old daughter a 
burger in front of reporters 
to bolster government assur- 
ances about tbe safety of 
beef. That was five years 
before the first known 
victim of the human form of 
BSE died. 

Mr Gumrner says in bis 
written evidence, published 
yesterday: “Although I had 
the benefit of tbe advice of 
tbe leading experts In the 
field. I am not myself a sci- 
entist In matters as impor- 
tant as these, it is essential 
to have a personal bench- 
mark to be applied to deci- 
sions wherever appropriate. 

"In such circumstances 1 
applied the test, 'Would I be 
entirely happy for my chil- 
dren to eat this?' 

"That seemed to me to be 
the proper question for a 
non-expert to ask when 
assessing the views of 
experts." 



What, exactly. 


is the best way to 



a thought ? 


„ _ Do you post ft on your Intranet? Or do you say it on the Internet? Should you e-mall it? Or fax it? With so many ways to connect, you need 
’ * help of a company that can help you unify them all - Nortel Networks" A company whose solutions are at the heart of mission 
critical networks - ranging from the world's largest capital markets, to the world’s busiest call centers. We've even connected entire countries 
- through advanced wireless networks. For a few thoughts on how you can unify your networks, please visit us at www.nortelnetworks.com. 

NORTEL 

NETWORKS 

How the world shares ideas. 

Netwoife the KtonelHnnwlotogp and How iht worid shares KfraiJTenadrriiailotifNortheiTi Tit leco^ limited 01998 Northern Wetcm Limned. All r^htv rwtwi 
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LAW & PEOPLE 


Teeuw to 
head Barclays 
division in 
Europe 

Barclays, the UK bank, 
whose strategy for Europe 
was called into question by 
the recent resignation of 
chief executive Martin 
Taylor, has named Andrd 
Teeuw, a Dutchman, to 
head its restructured 
European corporate banking 
activities. 

"We feel we are the 'in 1 
bank In an 'out' country," 
said Teeuw, who joined 
BZW, Barclays' former 
investment banking 
subsidiary, in the 
Netherlands in 1986 and has 
headed the bank's German 
operations since 1993. 

Barclays wanted to be 
seen, he said, as a 
European bank that 
happened to be strong bn 
one region - the UK - rather 
than as a UK bank with a 
presence elsewhere in 
Europe. This view had 
backing at sailor levels, 
Teeuw said, but it would 
take time to be accepted 
throughout the bank. 

Andy Stmmonds will be 


his deputy and chief 
operating officer. Formerly 
chief executive for Barclays 
in Japan, Simmonds most 
recently carried out a review 
of the bank's emerging 
markets strategy. Both men 
will be based in London. 

Barclays has corporate 
banking operations in seven 
European Union countries 
outside the UK - France, 
Germany, Greece, Ireland, 
Italy, Portugal and Spain - 
and is considering opening a 
representative office in the 
Netherlands. 

In countries where 
Barclays does not have a 
physical presence, such as 
the Nordic region, it will Bnk 
up with local partner banks 
which will supply the 
services to complete a 
‘Virtual network” for its 
customers. 

Teeuw said cross-border 
customers would be the first 
to take full advantage of the 
opportunities created by the 
euro, both In terms of 
treasury operations such as 
cash management as well as 
access to capital markets 
products. 

Clay Harris, London 
• Westdeutsche 
Landesbank Girozentrale has 
appointed Luke Nunneley, 
55, head of marketing for 


PEOPLE O N THE MOV E 

WestLB Asset Management, 
a unit formed in July to 
group together the bank's 
worldwide institutional fund 
management activities. He 
joins from Fleming 
Investment Management, 
where he was head of 
institutional sales and 
marketing. 

New faces 

at Meekatharra 

Two of the best known 
personalities in Australian 
mining, AH Paton and Lou 
CSnton, have joined the 
board of Meekatharra 
Minerals, an exploration 
company that is also 
involved in the ASIbn South 
Australian Steel and Energy 
project which analysts 
suggest win produce the 
world's lowest cost pig Iron 
early next century. 

Paton, who has been 
appointed Meekatharra's 
non-executive chairman, 
was managing director and 
then chairman of Placer 
Pacific from the mid-1980s 
until his retirement in 1994. 
During that time Placer 
became Australia's biggest 
gold producer. 

A civil engineering 
graduate from the University 


of Western Australia, Paton 
also had a long association 
with PA Consulting, the 
management consultant, 
including 2D yeans as a 
director and then chairman 
of its Australian and Aslan 
offshoots. 

He was on the board of 
Placer Dome, Placer 
Pacific's Canadian parent, 
from 1991 to 1994. After 
retiring from that group he 
became chairman of a 
number of other Australian 
mining companies, including 
Golden Shamrock, Wltuna 
I Mines and Centennial Coal. 
From 1993 until earlier this 
year he was also chairman 
of ABN Amro HG Australia. 

Clinton retired In 1996 
after 35 years of financial 
and administrative 
management with the 
Freeport McMoRan group, 
eventually becoming 
vice-chairman and chairman 
of the executive committee 
of Freeport McMoRan 
Pacific with responsibility for 
overseeing all of the group’s 
Aslan operations. These 
included the huge Grasberg 
copper mine in Indonesia. 

In the early part of his 
career he was responsible 
for the financing that led to 
development of the Ertzberg 
copper mine, Freeport's 


pathflmflng venture In the 
highlands of Irian Jaya. 

Clinton is at present 
president of the American 
Chamber of Commerce in 
Indonesia and a member of 
fhe board of the Asia- Pacific 
Council of American 
Chambers of Commerce. 

He is a non-executive 
director of Resource Finance 
Corporation and chief 
executive of Weda Bay 
Minerals, which, like 
Meekatharra, has exploration 
activities in Indonesia 
Kenneth Gooding, London 

McNally heads 
CNBC Europe 

CNBC Europe, the 
international television 
station owned by General 
Electric and Dow Joines, has 
appointed Manga McNally, 
an advertising sales 
executive, as its new 
president and managing 
director. 

McNally, who was head of 
sales for CNBC Europe, 
succeeds Alan HoriDck, who 
is leaving to become chief 
executive of Net News 
Central in California. McNally 
will take up her post on 
January 5, on the departure 
of Mr Horiick. 



Sfanmonds, toft, and TeeuwMo lead Barclays Ewopean corporate banking 


McNally said 24-hour 
distribution of the channel 
was up to 25m homes 
across Europe, and she 
wanted to introduce It to 
more offices and trading 
floors. Up to 40 percent of 
viewing of CNBC in the US 
takes place away from the 
home. 

The channel is stiH losing 
money, and Dow Jones has 
said 'rt expects its 
international television 
operations to break even 
later than forecast In 
2002 . 

However, McNaHy said the 
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European division was 
meeting financial targets. 
John Gapper, London 

Moving 

places 

• NatWest Global Financial 
Markets, London, has 
appointed Laurie Mayers 
managing director and 
global head of credit risk. 
Mayers has joined NatWest 
from ING Barings where she 
had been director and head 
of global counterparty 
policy, systems and risk 
measurement 

• BT Alex. Brown 
International, the investment 
banking division of Bankers 
Trust International, has 
appointed Frederic 
Stevenin director in its 
leveraged finance group. 
Stevenin joins from Paribas 
Principal Investment where 
he worked ft the food and 
consumer goods' section as 
a vice-president 

• Greenwich Securities, a 
subsidiary of Johannesburg 
listed Greenwich Group, is 
expanding Its emerging 
markets equity business. 
Andy Rosen joins the firm 
as head of the equity 
business from- BNP London. 
David Brickman joins from 
Morgan Stanley where he 
was vice-president' ft 
emerging market sales. 
Brickman is responsible for 
developing the asset 
management business in 
London to complement the 
acquisition of Infinity Asset 
Management in South Africa. 

• Standard Bank London 
has appoftted Andrew 
Abrahams head of Eastern 
European Emerging Capital 
Markets. He joins from 
Dresdner Kteinwort Benson 
where he was director of 
Kteinwort Benson Emerging 
Debt focusing on Eastern 
Europe. 


• CIBC World Markets has 
promoted Ming Wong to the 
new position of managing 
director and head of 
corporate finance for Hong 
Kong and China. Wong was 
previously CIBC's head of 
financial products for Hong 
Kong. 

• America Online and 
Bertelsmann have named 
Andreas Schmidt president 
and chief executive of AOL 
Bertelsmann Europe- 
Schmidt succeeds Heinz 
Wermeilnger who is 
assuming responsibility of 
BOL, the new international 
electronic commerce 
business of Bertelsmann. 
Schmidt was most recently 
director of the magazine 
publisher, am Fleetrand, a 
member of the Gruner & 

Jahr group. 

• Grupo Santander, Spain’s 
banking group, has named 
Marcia! Porte la Alvarez 
executive vice-president in 
charge of its newly created 
Resources Division. 

• PacifiCare Health Systems 
has promoted Alan Hoops, 
the company’s president 

| and chief executive, to 
chairman of the board and 
chief executive. The 
company's number two 
executive, Jeffrey Fa lick, 
who has served as executive 
vice-president and chief 
operating officer, has been 
promoted to the new 
position of president and 
chief operating officer. 

Hoops replaces current 
chairman, Terry Hartshorn, 
Paclftcare's co-founder 
and former president and 
chief executive Hartshorn 
will remain as vice- 
chairman of the board of 
directors. 

• The Perrigo Company 
has appointed Richard 
Hansen president and chief 
operating officer. Hansen, 

53. has been on the board 
of Perrigo since 1 995. 


Scope for 
interim relief 


European 
court 

Where parties have 
contracted to resolve dis- 
putes by arbitration, thereby 
excluding the Jurisdiction of 
the courts, a court can con- 
sider an application for 
Interim measures under the 
Brussels Convention on 
jurisdiction and judgments, 
the European Court of Jus- 
tice ruled recently. 

Dutch company Van Uden 
and a German company 
Deco-Line had a charter 
agreement under which Van 
Uden undertook to make 
cargo space available to 
Deco-Line. Deco-Line was to 
pay charter hire. 

Van Uden instituted arbi- 
tration proceedings in the 
Netherlands under the con- 
tract, on the ground that 
Deco-Line had failed to pay 
certain invoices. It also 
applied to the district court 
in Rotterdam for interim 
relief, including an order for 
payment of debts due under 
the agreement 

The court said it had juris- 
diction and it did not matter 
that it would not have had 
jurisdiction over the main 
dispute, because the relief 
sought was a provisional 
measure within article 24 of 
the convention. This allows 
applications to a national 
court for provisional mea- 
sures even if the courts of 
another state have jurisdic- 
tion over the main dispute. 

The Dutch appeal court 
referred the issue to the 
Court for a pre liminar y rul- 
ing. 

The Court said a national 
court which had jurisdiction 
by virtue of article 5.1 of the 
convention in a contract dis- 
pute also had jurisdiction to 
order provisional measures. 

But where the courts’ 
jurisdiction had been 
excluded by an arbitration 
clause, no court had jurisdic- 
tion on the substantive dis- 
pute, so no provisional mea- 


sures could be ordered. 

But whenever the subject 
matter of an application for 
provisional measures related 
to a question falling within 
the scope of the convention, 
article 24 could apply. 

Arbitration was excluded 
from the scope of the con- 
vention under article 1.4. 
That extended to proceed- 
ings ancillary to arbitration. 

However, provisional mea- 
sures were not in principle 
ancillary to arbitration pro- 
ceedings but were ordered in 
parallel. 

Therefore, article 24 could 
confer jurisdiction on the 
court even where proceed- 
ings would be. or had been, 
commenced before arbitra- 
tors. 

The national court grant- 
ing interim relief had to 
make authorisation subject 
to all conditions guarantee- 
ing the provisional or protec- 
tive character of the mea- 
sures. 

Thus the granting of pro- 
visional measures under 
article 24 was conditional on 
the existence of a real con- 
necting link between the 
subject of the measures 
sought and territorial juris- 
diction of the national court. 

As to whether the measure 
applied for was a “provi- 
sional measure" within 
article 24, the Court said 
there was a danger that an 

interim payment could pre- 
empt the decision on the 
substantive dispute. 

Further, if the plaintiff 
was entitled to secure 
interim payment in the 
courts of his domicile, where 
those courts had no jurisdic- 
tion over the substance of 
the case, and thereafter have 
the order recognised and 
enforced in the defendant's 
state, the convention’s rules 
of jurisdiction could be rir- 
cumvented. 

0391195: Van Oden Mari- 
time v KommanditgeseUs- 
chaft in Firma Deco-Line, 
BCJ FC, November n 1S9S 

BRICK COURT CHAMBERS. 
BRUSSELS . 
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to nature 
in paint 

William Packer adirnres the uniqu© work 
of nealected naturalist Mark Catesbv ■ ' 

long e«s^d knew the fetarafist, 
uniwded swmga out at ns John Ray, a pioneer in the 
“.235 011 ^ page ' **■*> classification both of -planfe 

5 1 ,^f m ^J a v 1)oth **** aibtols > and it wztshe 
“ and naturalist, has. come who stimulated the 

dOT ^ through hisAfcu- enthusiasms in the young 
ural History of Cttrvlxna, Flo- man. Secure in modest' but 
rida • and the Bahama ' independent ■ metos, ana 
Atods. which he illustrated with a married sister already 
with ws own engravings and iu . Williamsburg, Virginia, 
published in successive vol- Catesby set out in 1712' upon' 
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umes. the first appearing in 
173L the last in 1747. two 
years before his death at the 
age of 67, It was immediately 
successful and went into sev- 
eral subsequent editions, 
securing him his lasting rep- 
' tatioc as a naturalist. 

But as for artist, we must 
use the word advisedly. 
Catesby acknowledged his 
own lack of training and. 
worked readily with others, 
collecting their work for his 
own purposes and collabo- 
rating directly with them, 
most notably with Georg 
Ehret, the great German 
botanical illustrator of the 
next generation. For 
Catesby, to be a Natural Phi- 
losopher in the Age of 
Enlightenment, with whole 
worlds still to discover and 
veritable Arks to classify, 
was the wonderful thing. To 
be an artist was a practical 
thing, the means only to 
serve his very particular 
interest in the natural world, 
its plants and creatures. 

He was the son of a law- 
yer, but nothing is known of 
further education. But 
maternal uncle, Nicholas 
Jekyll. bad botanical inter- 


his -first American expedi- 
tion. He remained in the 
New World until 1719, work- 
ing his way from, the coast of 
Virginia up into the Appala- 
chian Mountains and mak- 
ing one trip to Jamaica, 
recording his discoveries as 
he went, and sending back 
specimens to Tnndrm 

The material and studies 
he brought back created suf- 
ficient interest within the 
orbit of the Royal Society, 
and such patrons as Sir 
Hans Sloane, for him to raise 
support enough for a second 
expedition, this time to the 
Carohnas and Bahamas. He 
left in 1722 and returned in 
1726, whereupon he immedi- 
ately set to work upon his 
magnum opus. And it was of 
course his drawings, matte in 
the field, or thereabouts, 
that were to be his primary 
and essential resource. He 
valued them highly, guarded 
them jealously, and claimed 
they were all taken directly 
from lift* 

Well, yes and no. The 
splendid water-colours we 
see are the preparatory 
studies tor the book, dearly 
worked up from his notes. 



Charming quafity of fcmocence springs fresh off the page: Mark Catesby'* watercolours - an ivory to fli ed woodpecker end wfHow-oak; and pitch apple 


for the most part in. appro- 
priate and carefully com- 
posed combinations of par- 
ticular references to plant 
and animat Some are from 
second-hand specimens, 
some taken from Sloane’s 
own natural history aitrams, 
some even lifted directly 
from published illustrations. 
Even so, whatever the 


nature of the reference, his 
total commitment is 
throughout transparent He 
had bad the advantage, after 
all, of having at least 
observed his subjects in 
their native situation, and 
his device of setting bird or 
animal and plant together 
was a true and useftil inno- 
vation. - 


But while his book pros- 
pered, the drawings still in 
his possession at his death, 
including his collaborations 
with Ehret works by other 
artists and some Sloane 
sheets - 220 for the plates 
and some 263 in all - soon 
came to be forgotten. By 1768 
they were in tbe hands of a 
bookseller, Thomas Cadell, 


who. recognising their 
importance, seems to have 
been the one who had them 
bound, along with the first 
edition text in three band- 
some folio volumes. As such 
they were bought by George 
IU. for the not insignificant 
sum of £120, for the Royal 
Library, where they have 
remained ever since, until 


tiie exigencies of conserva- 
tion brought them back to 
light a year or two ago. The 
50 or so now on show at the 
Queen's Gallery after their 
tour of the US. as fresh 
today as when they were 
first bound up. are a delight 
and revelation. 

For here we discover 
Catesby the artist after all. 


and no less an artist for the 
charming quality of inno- 
cence with which his work is 
imbued. We sense at once 
the directness and serious* 
ness of his observation, but 
have only to register the 
comparison with Ehret to 
register his formal naivety, 
most especially in the some- 
times arbitrary cobbling 
together of plant and crea- 
ture. 

And yet it Is that very 
naivety that accounts in so 
large a part for the remark- 
able freshness of tbe work - 
a quality of engaged and 
enthusiastic simplicity 
rather than unsophistica- 
tion. For there is nothing 
crude in these things: indeed 
1 have never seen a more 
exquisite Southern Toad 
upon his branch, nor Water 
Frog, his lets akimbo. And 
in his simplicity of design, 
an extraordinary, intuitive 
refinement paradoxically 
declares itself, as in the 
abstract relation of the 
roiled Ribbon Snake to tbe 
Winter’s Bark tCinnamon), 
with its broad, flat overlay of 
leaves, that rises above it. 
His birds, alone or on branch 
or twig, his Blue Heron or 
Red Curlew, have a vigour to 
tbeir description that tran- 
scends any residual awk- 
wardness in the drawing or 
the paint, over which a mod- 
em, camera-spoilt eye might 
fuss. They are beautiful and 
enchanting things. 

In their time, thorp was 
nothing quite like them - as 
was recognised, even then. 
Anticipating Audubon by 
nearly a century, they 
remain unique. 1 would only 
add that a full facsimile edi- 
tion in colour lithograph}', 
taken from the originals, has 
now been published by 
Alecto Historical Editions, at 
London Studio, 121-123 Roth- 
erbithe Street London SE16. 

Mark Catesby** ‘Natural History’ 
of America: The Queen’s Gal- 
lery, Buckingham Palace, Lon- 
don svn, until January 10. 


The high notes 
from Huddersfield 

The festival can rightly claim to be an artistic beacon in 
today’s pluralistic musical world, reports Andrew Porter 


I 


The Huddersfield Contemporary Music 
Festival, whose rich opening days 
David Murray wrote about on these 
pages, continued to offer its abundance 
of ensembles and soloists from all over 
the world, playing new music of every 
kind to eager audiences, ft dosed with 
the British premiere. of the Steve Reich/ 
Beryl Korot “video-opera”, Bmdenburg. 

Americans were prominent this year. 
An Elliott Carter 90th-blrthday celebra- 
tion brought the composer himself, 
wise, witty, and captivating in a pre- 
concert public conversation, and four 
chamb er works: the Fifth Quartet and 
the new Kano Quintet, heard, again in 
the London birthday concert the next 
day, tbe 1947 Cello Sonata, which now 
sounds almost “classical", and the 
demanding 1974 Duo for violin and 
piano. Pianist Ursula Ogpens and the 
Arditti players, poetic virtuosos, are an 
ideal Carter ensemble. Earlier in the 
day, Vaganza (adventurous group from 
Northern Sinfonia) and Penelope 
Walmsley- Clarke gave a vivid account 
of Carter’s first song-cycle, A Mirror on 
which to ehoelL 

Terry Riley, pioneer minimalist, the 
composer of In C (1964). was there too, 
improvising on his synthesizer in 
exotic tunings with the Italian bass- 
player Stefano Scodanibbio. Dean 
Drummond’s Newband explored the 
pure-tuned harmonies that sound from 
Harry Partch’s invented instruments 
and Drummond’s own 43-notes-to-the- 


octave pant marimba. Modern mini- 
malists - Steve Marti and, Michael 
Torfce, John Adams - ltitted out old- 
style harmony in trendy, punchy, 
repetitive sonic gear. Holy minimalism 
had its showing: Arvo part’s “It is 
enough when a single note is played 
beautifully" was splashed across a pro- 
gramme page^ 

Over 60 events in the 11 days. Over 
60 composers played, 10 of fhem-in six 
or mare compositions. Richard Stehritz, 
the festival director, can rightly -daim 
that Huddersfield shines as an “artistic 
beacon” in today’s pluralistic musical 
world. Last year Huddersfield was the 
recipient of a £2.4m EC grant as "a 
creative town”. R is Messed with, an 
excellent concert ball and an exce l lent 
theatre, both constructed within spa- 
cious I9tb-century churches. ■ 

Stemitfs fare is hon4octrinaire: a 
visitor of whatever persuasion finds 
more than -enough to open vistas, 
invite new adventures, and perhaps 
modify, perhaps harden old prejudices. 
“Contemporary” in the festival title 
reaches back, to roots of modernism, 
bark to heroic Darmstadt battles of the 
1950s when three Messiaen pupils, 
Karel Goeyvaarts, Pierre Boulez and 
Karlheinz Stockhausen, explored “total 
serialisation" - meaning that not just 
the pitches but also the dynamics, 
durations, and “mode of attack" of 
every note In a composition are 'deter- 
mined by a numerical "fomula. 


Young Boulez and Stockhausen 
wrote totally serial works that are still 
played today, but Goeyvaerts, who died 
five years ago, has been forgotten. In 
1958 he abandoned his musical career 
and for 12 years worked for Sabena. In 
Huddersfield, the Flemish ensemble 
Champ d’Action revived his once-infiu- 
enlial Sonata for Two Pianos, Op.l 
(1951), and the Flemish musicologist 
Marc Delaere gave a fascinating 
account of the mechanics in its mak- 
ing. But then three late, post-Sabena 
pieces - experiments with chance-mu- 
sic and minimalism - suggested why 
Goeyvaerts, though still prominent in 
the Stockhausen biographies, has 
-become, in Delaere ’s phrase, "a foot- 
note In music history”. 

Other Huddersfield highlights: Music 
Theatre Wales's production of Harrison 
Birtwistle's Punch and Judy (1968), a 
ritual uropera, each scene an episode 
sndb as romantics expanded to even- 
ing-fitting length. And Vaganza's crisp, 
exhilarating performance of Stefan 
Wolpe’s Chamber Piece No.L Carter in 
his music-critic days called Wolpe 
(2902-72) “a composer who does every- 
thing wrong and gets everything 
right". Wolpe is more than a footnote. 
-Five of his works were played at the 
festival. 

Lorca as a composers' muse, succes- 
sor to Pushkin and Whitman, was a 
lecture missing from , the festival bxlL 
George Crumb concerts - six works 
done - complemented the Lorca cente- 
nary observed in Simon Holt's settings. 
Lorca-struck Holt, represented by a 
dozen works, was the composer most 
prominent. The Northern Sinfonia, 
under Thierry Fischer, gave colourful 
accounts of his Cretan tone-poems Ica- 
rus Lamentations, Minotaur Games, 
and Daedalus Remembers. 


f e s t i v al title sponsor. Kafifax pic. 


Vital Violetta 
confined to bed 


OPERA 

W WMM 

La Travfste 

EngEsfe National Opera 


At the English National 
Opera La Tmviata is back in 
Jonathan Miller’s 1996 pro- 
duction, now directed by 
David Ritch. For the first 
time Paul Daniel conducts it 
and Sandra Ford sings her 
first Violetta, the young 
courtesan of Alexandre 
Dumas's autobiographical 
tragedy. The two of them 
make excellent reasons for 
booking seats at once, 
despite their soso cohorts. 

As Alfredo, Verdi's volatile 
young hero, John Hudson is 
portly and decorous. His 
soft-grained tenor shows 
some appealing Italian style, 
but neither the voice nor the 
persona varies much 
between the elevated rap- 
tures of Act 1, the bitter fury 
of Act 2 scene 2 or tbe 
anguish of the final scene. If 
you arrived early in Act 2, 
knowing the story but not 
the music, you might sup- 
pose Hudson to be Germont 
pin, not the lovelorn fils. 

In fact Germont pire is 
Christopher Booth- Jones, 
who impersonates the crusty 
Provenpal gentleman credi- 


bly but plays his deeper 
reversals-of-attitude by stiff, 
unrevealing numbers. We 
begrudge him his late pleas 
for forgiveness. It isn't 
Booth-Jones’s fault that his 
sound baritone just lacks the 
amplitude and the warmth 
to flesh out the role: but 
there it Is. 

Paul Daniel is a voracious 
learner as well as an ultra- 
alert conductor. Be seems to 
have come to La Tmviata 
with everybody else’s experi- 
ence at his judicious com- 
mand. and doesn't put a foot 
wrong. He finds the ethere- 
ally poignant string-sound 
for the preludes, quickens 
subtly at the right places, 
maintains a close rapport 
with his singers, and above 
all keeps tbe tempi up - 
when allowed to droop, Tra- 
viata can sound tacky. 

Twice or thrice, indeed, I 
wanted him to indulge a par- 
ticular unwritten ritenuto a 
bit more. In due course, he 
will make up his own mind; 
the current principals don’t 
leave him much room for 
manoeuvre. But Ford does: 
her Violetta is already a 
vital incarnation, liable to 
develop In any exciting 
direction. 

It is gorgeously sung (bar 
three or four shrill top-notes, 
which betrayed Ford’s ear- 



Gorgeously sung: Sandra Ford as Viofetta 


Her training as a mezzo), and 
canny, and chicly slinky as 
tbe black-breeched hostess 
of Act l. Doctor Miller for- 
bids her, however - on medi- 
cal grounds - to get out of 
bed during the final act; 
apparently sufferers with 
terminal TB never do that 
But, dammit! - Verdi’s 
Violetta docs show brave, 
failing life, and rapture on 
the point of extinction. 
Verdi’s text asks her not 
only to rise up, but to begin 
dressing desperately as 
Alfredo arrives, thereby pre- 
cipitating her tragedy. Those 
things constitute the only 
visible ’’action" of Act 3, and 
Miller has deleted them. 


The greatest Violettas of 
my experience - Callas, 
Oeana Cotrubas, Nelly Miri- 
cloju, Josephine Barstow - 
might perhaps have found 
ways of conveying every- 
thing vividly even white con- 
fined to bed. Ford’s candid 
eagerness and blooming 
health are Bn disgui sable, 
though, and we have to take 
her sad end on trust. She is 
nonetheless a sharp pleasure 
to hear and see, not least 
because of aO that palpable 
promise for the future. 

Performances continue In the 
Cafisaum repertoire until March 
11; there are cast- and conduc- 
tor-changes from January 2. 
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Netherlands Opera, Her 
Muzrektheater 
Teh 31-20-551 8911 
The Queen of SpadeKtjy 
Tchaikovsky. Conducted by 
Semyon Bychkov in a new 
staging by Lev Dodln; Dec 8. H. 
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BARCELONA 

exhibition 

Museu Picasso 

.. . ^^Engravings 

1-iiW^jSr 1 

^ Picasso in Paris. It P r ®j??!L rv 
Picessn's engravings as a diary, 
and follows the dWer^ttha^es 
and techniques that info** 1 hlS 
week; to Apr 4 


OPERA _ _ 

Lwte Operii of Ch«»90 
, Tel: 1-312-332 2244 

www.Awfcopera.drg . 

Rbe arid Fan of the City ^ 


Mahagonny; by Kurt Weill, 

Hbretto by Bertoft BtochL 
Conducted by Syhrain 
Cambreling, with a cast including 
Catherine Maffitano and Krm . 
Begley; Dec 13 

FRANKFURT 

EXHIBITION _ 

Schim Kunsthafle 

Tel: 49-89-299 8820 
Treasures from King Zhao Mo: 
king Zhao Mo’s tomb, sealed In 
122 BC, was accidentally 
discovered in 1983 by 
construction workers. This 
exhibition displays ttw many 
treasures buried with Zhao Mo, 
the first time they have been . 

seen to foe west; to Jan 22 

OPERA 
Oper Frankfurt 

Tet. 49-88-21237 999 
ww.frankfurt-busin8$s.(feloper 
Die ZauberfKJte: by Mozart. 
Conducted by Guido Johannes 
Rumstadt to a staging by Alfred 

Kirchner Pec 10, 12 

HELSINKI 

OPERA * 

Finnish National Opera 

Tel: 358-9403 021 

Anna Botena: by Donizetti - 
Conducted by Maurfzfo 
in a new staging by Jussi Tapola, 
with designs by Anna Kontek; 
Dec 8, 10. 14 

HONG KONG 

DANCE . 

Sha T&1 Town Han 

Swan Lake: by Tchaikovsky. 


Performed by the Kirov Balled 
Dec 8. 9, 10, 11, 12 

HOUSTON 

EXHIBITION 

Museum of Fine Arts, Houston 
Tel: 1-713-639 7750 
wwv/.mfah.org .... 

BrassaS The Eye of Paris. A 
retrospective of BrassstTs work 
that coincides with toe 100th 
anniversary of the photographer’s 
birth; to Feb 28 

LONDON 

CONCERTS 
Barbican Hall 

Tet 44-171-838 8891 
London Symphony Orchestra: Sir 
Coito Davis conducts.a series of 
works by Bgar, Dec 9, 13 : . 

Queen Elizabeth H*B 

Tel: 44-171-960 4242 
Jugaibandr. Hindustani and 
South Indian classical music 
' performed by musicians from 
India, North America and Britain; 
Dec 11 

Royal Festival Hall 
Tel: 44-171-960 4242 
London PMtoarmonfc Orchestra: 
the Rftnslv-Kbraatov Festival 
continues with Mark Elder 
conducting. Programme also - 
indudes works by GDnka, 
Mussorgsky and Stravinsky. With 
the London Hnlhannonib Choir 
and toe New London Children's 
Choir; Dec 10 

OPERA ' 

Engfish National Opera, 

London CoBseum 


Tel: 44-171-632 8300 

• Boris Godunov: by 
Mussorgsky. Conducted by Nod 
Davies In a new staging by 
Francesca Zambeflo, with sets by 
HikJegaiti Bechtier. Gidon Saks 
sings the title role; Dec 6; 11 

• La Traviata: by Verdi. 

Jonathan Miller’s production 
indudes Sandra Ford and 
Christopher Booth-Jones among 
toe cast Paul Daniel conducts; 
Dec 9, 12 

THEATRE . - 
Lyttelton Theatre - 

Tel: 44-171-928 22S2 
Betrayah by Harold Pinter. Trevor 
Nunn directs a cast inducting 
Anthony Calf and Imogen 
Stubbs; Dec 8, 9. 14 

LOS ANGELES 

OPERA 

Dorothy Chandler Pavilion ‘ 

Tel: 1-213-3653500 
Fantastic Mr Fox: Los Angeles 
Opera in the world premiere of 
an adapted Roald Dahl story. 

With music composed by Tobias 
Picker, libretto by Donald 
Stunrock and designs by Gerald 
Scarfe. Cast Indudes Gerald 
Finley and Susama Guzman as 
Mr and Mrs Fox; Dec 9, 12 

MILAN 

EXHIBITION 
Pmacoteca cB Brara 
La Dama con i'EnnelEnc: 
Leonardo da Vinci's 1489 portrait 
■ of toe young mistress of Duke 
Ludovico Of MBan travels to Italy 
for toe first time since 1800, 
when it was purchased by the 


Polish Prince Gzartoryski; to 
Dec 13 


NAGOYA 

EXHIBITION 

Matsuzakaya Art Museum 
The Carmen Thyssen-Bomemisza 
Collection: touring show of 94 
paintings, ranging from the 18ft 
century to the earty 20th. 
Highlights include 19th century 
.Spanish works and works by 
-American painters; to Dec 8. 

NEW YORK 

CONCERT 

Avery Rsher Haft, Lincoln 
Center 

Tat 1-212-875 503 O 
wviw.Snoolncanter.org 
New York Philharmonic: 
conducted by Kurt Masur to 
works by FL Strauss. With 
soprano Deborah Vofght and 
horn soloist Philip Myers; Dec 8 

EXHIBITION 

Metropolitan Museum of Art 
Tel: 1-212-879 5 500 
wwwjnetmuseum.org 
Letters In Gold: Ottoman 
Calligraphy from the SaWp 
Sabanci Collection. Istanbul. 70 
objects ranging from the 15th to 
toe 20th century. Indudes 
manuscripts, panels and scrolls; 
to Dec 13 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel- 1-212-362 6000 
www.metopera.org 
• La Traviata: by Vercfi. 
Production by Franco Zeffirelli 


with a cast including Ainhoa 
Arteta and Roberto Aronice. 

Carlo Rizzi conducts; Dec 9, 12 

• Le Nozze de Figaro; by 
Mozart Final performance of 
Jonathan MHIer's production. 
Julius Rude! conducts and the 
cast indudes Wendy Nielson and 
Barbara Bonney, Dec 10 

• Lucia di Lammermoor. by 
Donizetti New production by .. 
Nicolas Joel Ruth Ann Swenson . 
sings toe title role and Carlo Rizzi 
conducts; Dec 11 

PARIS 

CONCERTS 
Salle Pleyel 
ret 33-1-4561 6589 . 

Orchestra de Paris: conducted 
by Wolfgang Sawaflisch in works 
by Beethoven. With soprano 
Susan Anthony, mezzo-soprano 
Magana Upovsek and tenor 
Wolfgang BOnten; Dec 9, 10, 12 

OPERA 

Opdra National de Paris, Opera 
Bastille 

Tet 33-1-4473 1300 
www.opera-de-paris.fr 
The Merry Widow: by Franz 
Lehfrr. Conducted by Annin 
Jordan and with a cast including 
Frederica von Stade and Hakan 
Hagegard; Dec 10, 12 

ThAfrtre des Champs ElysAes 
Tel: 33-1-4952 5050 
The Magic Flute: by Mozart. 
Jean-Claude Malgolre conducts 
and the staging is by Pierre 
Constant With La Grande Ecurie 
et la Chambre du Roy and the 
Maltose du Centre de Musique 
Baroque de Versailles; 


Dec 9, 11. 13 


ROME 

CONCERTS 

Accademia Nazkmale tfi Santa 
Cecilia 

Tel: 39-6-6880 1044 

• Orchestra and Choir of the 
Acc. NaztonaJe di Santa Cecilia: 
conducted by Myung-Whun 
Chung in works by Mozart and 
Mendelssohn; Dec 8 

• Orchestra deB’Accademia 
NazionaJe di Santa Cecilia: 
conducted by Michele 
CampaneJIa in works by Liszt, 
Sairrt-Saens, Poulenc aid Rave); 
Dec 9 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (46Sm) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06-30: Moneyline with Lou Dobbs 
1330: Business Asia 

1930: World Business Today 
22.00: World Business Today 


9 BusSness/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
10:20; 11:20; 11:32; 1220; 1320; 
14:20. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 


V. J . 1 
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Dangerous gifts 

Every monopoly contains the seeds of its own destruction. 
Boeing is the latest company to learn this lesson the hard way 


There are some Christmas 
presents you are better off 
without. Over-proof alcohoL 
Skateboards. Discount 
holidays in exotic places. For 
a while, they live up to their 
promise. Then reality sets 

in: a killer hangover, a 
splintered wrist, a nasty 
tropical disease. 

For companies, the 
double-edged gift is 
monopoly. Take the case of 
Boeing. Like a Victorian 
schoolboy in a self-help text. 
Boeing earned its gift the 
old-fashioned way: hard 
work, thrift, sobriety, 
all-round virtue. For much of 

the past half-century 
Boeing's hard work and 
strategic risk-taking won it a 
stranglehold on the civil 
aviation market and a true 
monopoly of Us most 
lucrative segment, long-haul 
jumbo jets. 

Boeing became a little 
complacent, no doubt Its 
belief, for example, that 
Airbus was a phony 
competitor kept alive only 
by government subsidies 
blinded it to the Innovations 
of its European rival. But its 
exposure to the cyclical 
airline market, with its wild 
swings from feast to famine, 
never let complacency get 
too deeply ingrained. 

No, Boeing's problems 
today, as it prepares for a 
second round of job cuts and 
a serious rethink of its 
competitive approach, are 
exactly the mirror image of 
its gift of monopoly. If your 
factory is always busy, a 
radical re-engineering of the 
production process is 
unthinkable. If you can keep 
on selling yesterday’s 
products, slightly updated, 
your product range 
Inevitably contains 
technology from many eras. 

And if you always expect 
to win the orders, it is 
tempting to assume that any 
lost contracts are the result 
of chicanery by your rivals. 


That encourages you to 
preserve your market share 
by tr immin g prices when at 
last a real competitor 
appears - especially if. like 
Airbus, you regard it as an 
artificial rival. 

So Boeing finds itself with 
a product line that contains 
too much outdated and 
inconsistent technology, 
built on an old-fashioned 
production line. Worse, it 
discovers that it sold too 
many of these aircraft in the 
recent past at prices that are 
scarcely profitable. Many 
difficult years lie ahead: 
meeting this Hi.miriP_« 
backlog of profitless orders, 
re-engineering the 
production process and 
levelling up technology 
across its range. 

Other companies have 
learnt the twosided, nature 
of monopoly. We can see it 
clearly in retrospect: Ford's 
Model T and International 
Business Machines' 360 
series of computers are both 
good examples of products 
that overwhelmed all their 
competition. Managers were 
geniuses, shareholders 


exultant In each case, the 
original product line, cursed 
by apparently inexhaustible 
success, lasted too long. 
Replacing it was 
unthinkable - it was still in 
demand and its costs were 
by now so low that any 
replacement product seemed 
pitifully unprofitable. 

So the monopoly product 
continued, in modified form, 
blighting other ideas within 
the company and leaving it 
ultimately vulnerable. In 
Ford's case, the challenge 
was from Alfred Sloan's 
General Motors, which 
invented market 
segmentation and the 
annual model change. In 
IBM's case, the threat was a 
new paradigm, the 
combination of client-server 
computing and shrink- 
wrapped PC software. Both 
companies survived tbe loss 
of monopoly - but only after 
painf ul years in the 
wilderness. 

The drawbacks of 
monopoly are easy to see in 
retrospect. They are hard to 
detect at the time, when the 
monopolist is tbe toast of the 



stock market. Its managers 
every MBA's role model. Let 
us'hazard a guess, though, 
that two of today's recipients 
of the gift - Microsoft and 
Intel - will not escape 
unscathed. 

The ultimate threat to 
each of them is hard to 
identify. Microsoft's 
dominance of the market for 
PC operating systems and 
basic office software faces 
little challenge. Intel, it is 
true, has real competitors. 
But ias with IBM In Its 
heyday) they are essentially 
“me too" rivals, picking up 
price-conscious customers 
but leaving the lucrative 
mainstream business to 
Intel. Neither company 
seems immediately 

threatened. Even the legal 

challenge to Microsoft seems 

feebler since the merger of 
America Online and 
Netscape now limits the 
practical range of remedies 
the courts can impose. 

But remember: the gift of 
monopoly brings its own 
curse. Ford. IBM and Boeing 
all fell victim to the same 
affliction: viewing the world 
exclusively through the 
windows of their own 
executive offices. All three 
companies were run by 
talented bosses when they 
made their mistakes - Ford, 
Indeed, was still being run 
by an authentic business 
genius. But all three suffered 
from the biggest drawback 
of monopoly: a belief that 
their hard-won dominance 
was the natural order of 
things. Anything less was a 
result of plotting and 
chicanery - by Incompetent 
employees, underhand 
rivals, an ungrateful 
government or customers 
who did not understand 
their own best interests. 

If there is a long-term 
threat to Microsoft and Intel, 
therefore, it will come in the 
first instance from within. 
Just at the moment their 
dominance seems most 
assured, the curse of 
monopoly will be gradually 
eating away at the 
company's success. The 
desire to preserve 
compatibility with previous 
products at all costs; the 
belief in a divine rigbt to 
market share; a profound 
mistrust of the bona Odes of 
competitors - these are the 
penalties that the gift of 
monopoly brings. 

peter, mart trmJFT. com 


“Cancel tke warm milk. 
I dont think i ll need it! 7 



Tke advantages of a Four Seasons Hotel are okvious even in tke dark. Tkere is tke 
sensation of slipping ketween fine cotton skeets, tkougktfully Frenck-folded for dreamlike 
comfort. Tke luxury of curling up under our goose-down duvets. Tke kack-sootking firmness 
of our mattresses, every one custom-made to Four Seasons specifications. 

Awakening kours later, you may feel you haven't slept so soundly in years. 

So we apologize, in advance, for tke promptness of our wake- up call. 

Tke demands of business demand notking less. Telepkone your travel 


Four Seasons 


counsellor or in tke U.K., 0800-526-648. ^k site: www.fourseasons.com 

Defhzmg lie art cf service cd 40 folds in jg countries. 



LETTERS TO THE EDITOR 


Polish model for Russian debt relief 


From Prof C. W. Kolodko. 

Sir, Russia is clearly 
unable to repay its debt but 
It should not be allowed to 
default Debt forgiveness is 
the answer. .Western advis- 
ers, international organisa- 
tions. foreign governments 
and investors and the Rus- 
sians themselves all contrib- 
uted to the mistakes that 
have led to Russia's current 
plight. It is time to share the 
rotten fruits of ill-advised 
policies. 

It would be much better 
for foreign creditors and 
Russia's government to 
agree quickly on a debt 
reduction programme. Oth- 
erwise, Russia will not be 
able to service the debt and 
the west will lose even more.' 
A wisely managed debt 
reduction plan should be car- 
ried forward in three steps. 

First, 80 per cent, of the 
debt Inherited from the 
Soviet Union should be writ- 
ten off in an exchange for a 
programme of market 
reforms. It should be 
designed and monitored in a 


s imil ar way to the recent 
Polish case. When I was 
finance minister, I negoti- 
ated a deal with the London 
Club of creditors in Septem- 
ber 1994. which reduced 
Poland’s debt by 50 per cent. 
This allowed the economy to 
gather momentum and reas- 
sured creditors and new 
investors. Without this 
reduction Poland could not 
have m'*H a such remarkable 
progress In recent years. 
Reforms can work only if a 
country is not burdened by 
unmanageable debt. 

In Russia’s case. 50 per 
cent of the' new debt (post- 
1991) should be swapped for 
equities in companies await- 
ing privatisation. Such debt- 
to-equity swaps would be 
monitored by special joint 
body of the International 
Monetary Fund and the new 
Russian government. It 
would be based on strict con- 
ditionality, sequencing and 
international assistance 
towards Institution building. 

Third, part of Russia's 
commercial debt should be 


exchanged for special certifi- 
cates, maturing aver the 
first quarter of the next cen- 
tury and payable in energy - 
mainly Russian gas and 01L 
The restructuring of com- 
mercial debt ought to be 
linked to foreign direct 
investments in the energy 
sector and infrastructure. 
This part of the programme 
could be executed by the 
European Bank for Recon- 
struction and Development. 

Russia must be admitted 
to the World Trade Organi- 
sation now, after which fur- 
ther trade liberalisation mea- 
sures could be worked out. 
The World Bank should con- 
centrate on overhauling the 
agriculture sector and allev- 
iating poverty. And. of 
course, the International 
community must support 
the Primakov government. 

Grzegorz W. Kolodko, 

Polish minister of finance 
and deputy prime minis- 
ter^ 994-97), 

Yale School of Management, 
New Haven CT 06520, USA 


Divergent structures would 
hinder tax harmonisation 


From Mr John Forsyth. 

Sir, Your editorial urging 
the UK chancellor to veto 
any attempt to pursue tax 
harmonisation in the Euro- 
pean Union is welcome ("A 
taxing harmonisation 1 *, 
November 24.) However, it 
overlooks two fundamental 
aspects of the problem. 

The first is that the EU 
includes states such as Ger- 
many and France where pro- 
vision for pensions is made 
primarily by the state 
through the tax system and 
others such as Britain where 
pensions are provided 
mainly by funds built up 
through contributions made 
by employers and employ- 
ees. 

Attempts to harmonise tax 
rates between countries with 
such fundamental differ- 


ences in tbe structure of 
their budgets is as impracti- 
cable as it would be inequi- 
table. 

The second is that the 
notion that fisral harmonisa- 
tion is a logical and neces- 
sary consequence of Euro- 
pean economic and 
monetary union, although 
debatable, commands wide- 
spread support not only in 
Germany but elsewhere in 
the EU. In these circum- 
stances, British entry into 
Emu could place it in a 
minority within the EU by 
leading other countries to 
believe that they have a 
right to demand harmonisa- 
tion. 

John Forsyth, 

38 Well Walk, 

London NWS 1BX, UK 


Bifurcating 

Barclays 

From Mr Andrew Campbell 
Sir, There is a further rea- 
son why Martin Taylor was 
correct to consider a demer- 
ger (“Bifurcating Barclays". 
December 1). The demerged 
parts would be likely to per- 
form better. Investment 
banking and retail bankin g 
involve management philos- 
ophies and behaviour that 
are at extremes. One is an 
operatlons-driven, detail- 
oriented technical philoso- 
phy. The other is a sales- 
driven, problem-oriented 
professional philosophy. 
While the two remain part of 
the same organisation com- 
promises will persist, reduc- 
ing performance for one or 
both. '• 

Andrew. Campbell, 

17 Portland Place, 

London WIN 3AF, UK 


Currency 
volatility 
has its 
benefits 

From Mr Ian Campbell. 

Sir. Avinash Persoud 
(“Currency zones need not 
be irrelevant ", Letters, 
November 30) defends the 
idea of target zones for the 
main world currencies by 

arguing that the apprecia- 
tion of the dollar against the 
yen provoked a crisis in Asia 
and Russia and a strain in 
Brazil. The strong dollar 
may have been a factor, but 
there was a more important 
one: the use of target zones 
for currencies. 

Crawling peg exchange 
rates in Asia and Russia 
gave investors a false sense 
of security. They made it- 
easy to calculate the pro- 
spective returns on local 
investments. At the same 
time they allowed little flexi- 
bility for exchange-rate 
adjustment when disequili- 
bria began to grow. 

In emerging markets, cur- 
rency uncertainty has its 
uses. It gives investors pause 
for thought and may help to 
prevent the portfolio capital 
glut that may be so swiftly 
followed by famine. 

Developed economies are 
less likely to be over- 
whelmed by portfolio capital 
flows. But here, too. 
exchange rate flexibility 
seems desirable. Weak 
growth in Asia and Latin 
America is set to make the 
US ' more than ever the 
engine of the world econ- 
omy. The US will run up a 
very large current account 
deficit. In time it may he 
valuable that the dollar is 
free to weaken, unfettered. 


\ 
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Ian Campbell, 

Head of Latin American 
Research, 

BancBoston Robertson Step- 
hens, 

100 Federal St, 

Boston, MA 02110, USA 
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Venezuela’s new sheriff 

Richard Lapper and Raymond Colftt ask whether Chavez will be able to keep his 
radical campaign pledges in the face of the country’s deep economic troubles 


T he landslide victory 
of Hugo CMvez in 
Venezuela's presi- 
dential elections on 
Sunday marks tbe most sig- 
nificant move to the left in 
Latin America for at least 10 
years. 

Venezuela's new president 
is a fiery, 44-year-old former 
paratrooper, who spent two 
years in Jail after -leading an 
unsuccessful military coup 
in 1992 and who galvanised 
an impoverished electorate 
with promises to sweep 
away the country’s corrupt 
and discredited political sys- 
tem. 

But to local and Interna- 
tional businessmen, Mr 
CMvez remains an unknown 
quantity. If he were to follow 
up on some of his wildest 
campaign pledges, Venezue- 
la’s political and economic 
stability could be in danger, 
and with it, one of tbe most 
important sources of oil for 
the US. Venezuela vies with 
Saudi Arabia to be the top 
supplier of OH to the US. 

His election will certainly 
affect the international oil 
market. Mr CMvez is more 
likely, than previous Ven- 
ezuelan presidents to sup- 
port efforts of the Organisa- 
tion of Petroleum Exporting 
Countries (OPEC) to defend 
prices by restricting oil sup- 
ply. 

His promise to conduct a 
more interventionist eco- 
nomic policy, would mark a 
decisive break with the mar- 
ket-friendly policies of the 
past decade. And his com- 
mitment to radical constitu- 
tional reform could bring 
him into conflict with the 
country’s political establish- 
ment, represented by the 
centre-left Democratic 

Action and centre-right 
Copei, which have alternated 
in power for most of the past 
40 years. 

The scale of Mr Ch&vez’s 
victory - be won more than 
56 per cent of the vote, 
against 39 per cent for Hen- 
rique Salas, the independent 
candidate backed by Copei 
and Democratic Action - 
owed much to disillusion- 
ment with traditional politi- 
cal parties and Mr CMvez’s 
promise to crack down on 
corruption. 

“The outrage against cor- 
ruption and mismanagement 
in Venezuela is not narrowly 
based. It cuts across all 
social classes,'* says Eric 



Ctrirvec/He is going to come in and dean up this town' 


EkvalL a political consul- 
tant. “He Is kind of like the 
sheriff who comes into the 
town that has been run by 
the brothel keeper and 
money changer. He is going 
to come in and clean up this 
town.” 

However, hi the hours that 
followed his election tri- 
umph, there were signs that 
Mr CMvez would abandon 
some of his radical campaign 
proposals in favour of more 
conservative economic poli- 
cies. 

“On the economic front, he 


eroded tax revenues and 
plunged the economy into 
recession. Mr CMvez will 
inherit a fiscal deficit of « 
per cent of gross domestic 
product, which is expected 
to widen to more than 8 per 
cent of GDP next year. 

Business confidence has 
been at a low ebb for much 
of the year. Many companies 
have scaled back their 
investment plans, while 
Venezuela’s stock market 
has been the second-worst 
performer in the world after 
Russia. 


The outrage against corruption and 
mismanagement in Venezuela is not 
narrowly based. It cuts across all 
social classes’ 


is enough, of a pragmatist to 
accept the basic free market 
principles that are currently 
in place,” said Aurelia Can- 
cheso, director of Fedeca- 
maras, the influential 
employers’ federation. 

Some businessmen are 
hoping - indeed praying - 
that Mr CMvez will follow 
the example of Alberto Fuji- 
mori, president of Peru, who 
was elected on a populist 
platform but embraced eco- 
nomic orthodoxy when he 
took ofQce- 

VenezueTa's dire financial 
straits may leave him with 
little choice. 

The &D in the oil price 
this year, to its lowest level 
since the mid-1980s has 


Against this background, 
Mr Chdvez’s opponents say 
many of his plans, such as 
state-directed investment 
schemes, are too expensive 
and utopian. Price controls 
and state intervention in 
wage negotiations are also 
seen as unrealistic. 

But It is Mr Chavez's pro- 
posals for the oil sector - 
which would reverse the 
existing policy - which have 
attracted particular concern. 
Rather than investing more 
capita] in the industry to 
increase production and effi- 
ciency, Mr Chflvez is propos- 
ing to use the. financial 
assets of Petroleos de Vene- 
zuela. (Pdvsa), the state-oil 
company, to subsidise agri- 


culture and industry and 
pay for increased social 
spending. 

On Sunday, Mr Chavez 
said that Pdvsa, generally 
regarded by foreign inves- 
tors as the most successful 
public-sector enterprise In 
Latin America, had been 
converted into “a state 
within a state”. The oil com- 
pany’s capital spending, 
designed to double output 
over the next 10 years, 
would be curtailed, he said. 
Pdvsa. which is the biggest 
owner of petrol stations in 
the US and has extensive 
overseas assets elsewhere, 
would Mve to rein In costs. 

"There will be no more 
fleets of private aircraft, 
overseas travel and credit 
cards without limit,” Mr 
CMvez said. 

Antonio Gil Yepes, head of 
Datanalisis. a polling organi- 
sation. said Mr Chavez’s pro- 
gramme implied a return to 
the state-centred policies 
which proved so unsuccess- 
ful in the 1970s and 1980s. 
“Mr CMvez is a person who 
means well but he has read 
too many things that are not 
well put together and most 
of these favour centralism, 
state Intervention and popu- 
lism," he said. 

Amid the gloom, however, 
there are some positive 
signs. Optimists have been 
comforted by Mr CMvez’s 
promises, of “rigorous fiscal 
discipline'’ and deep spend- 
ing cuts. He has pledged to 
finance increased social 
spending by closing down 
more than half of Venezue- 
la’s ministries and getting 
rid of wasteful public-sector 
jobs. There will also be a 
crackdown on tax evasion. 

“He is aware of the fiscal 
problems that he will face 
next year. That is a good 
sign, said Luis Henrique 
Ball, head of Conindustria. 
the industry association. 

In addition. Mr CMvez is 
not expected to close the 
doors to foreign investment, 
or renege on contracts with 
overseas oil companies. For 
their part, foreign oil compa- 
nies say that they are pre- 
pared to work with a CMvez 
government They may have 
no option: Venezuela's 
reserves are too large to 
walk away from, while the 
amount of money already 
committed to exploration 
and production - more than 
$zobn - is substantial. 
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| The journey 
;i. ahead for Nato 


U nbearable lightness of being 

" Never has so much stock market value been supported by so few tangible assets. But, says 
. John Plender, in past economic downturns, markets have not taken kindly to intangibles 


control! 
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The US wants to broaden Nato’s 
horizon. This is partly because 
BUI Clinton, the US president, 
seeks a new initiative to brandish 
at Nato's 50th birthday summit 
in Washington next April. It is 
also because the US evidently 
feels increasingly vulnerable to 

• the .risk of nuclear, chemical and 
biological weapons In. the hgiyfe 
of rogue states or terrorists, and 

: is urging joint action in Nato to 
guard against this worldwide 
threat. 

Its European allies should take 
heed, in the interest of preserv- 
41 itlg Nato. If the US were to con- 
f* elude that Europeans were com- 
¥ placently ignoring what It 
¥ considers a major threat, US sup- 
port for the alliance might 
shrivel. But Washington should 
resist new initiatives tTisfl would 
overstretch the alliance's poKti- 
( cal and military resources which 
are heavily committed elsewhere. 

. Since the end of the cold war, 

P Nato has been involved in three 
U difficult juggling acts. The first is 
to preserve its traditional capac- 
ity tor collective defence of its 
members' territory while at the 
same time improving its ability 
to project force outside the Nato 
area. Several European countries 
. had difficulty in shifting their 

• troops - equipped for static 
defence of a now peaceful central 
Europe - even into nearby Bos- 
nia, and in the run-up to the 

1 Washington summit, the US is 

i rightly urging them to follow 
Britain, France and itself in 
4 , deploying more flexible forces. 


Second, the European push for 
a bigger defence role has to be 
reconciled with * tic ‘ 

overall transatlantic Tinft This 
.push has increased after last 
week’s Franco-BritiSh agr p^nwpt 
to give the European Union a 
real defence policy role. Nato 
already worked out ways of 
detaching Nato forces - separa- 
ble but not separate, in the jar- 
gon - for possible Buropeouly 
operations. But the push must 
not become a shove, leading one 
day to a US retreat across the 
.ocean. 

The final jugging act is bow to 
expand the alliance, eastward 
without seriously jeopardising 
relations with Russia. Poland, 
Hungary and the Czech Republic 
will be part of Ns to by the tfrne 
of the Washington summit, 
which is unlikely to extend - any - 
new invitations to join.' Most 
Nato allies want to digest the 
three members before taking in 
more. But Nato is committed to 
further enlargement and Russia 
is bound to be more hostile as 
Nato territory nears its own. 

Inevitably Europeans are trans- 
fixed on the agenda in Europe. It 
is desirable that the US should, 
occasionally, try to lift their 
sights towards the wider horizon. 
Nato has a useful role to play in 
taking passive measures against 
worldwide proliferation, such as 
coordinating of intelligence, and 
civil emergency planning. But 
whatever some in the US might 
wish, Nato does not have the 
makings of a global cop. 


Boeing’s friends 


This promises to be a joyless 
Christmas for Boeing, which is 
jettisoning a fifth of its workforce 
while struggling with a financial 
tailspin. But the US aircraft 
maker can at least seek some 
consolation in the goings-on at 
the European. Airbus Industrie 
consortium, its sole rival. Just 
when Airbus should be plunging 
the knife into' Boeing's market 
its shareholders seem bent on 
blunting its commercial thrust - 

Improbably, the French govern- 
ment and. in particular, its Coxn- 
munlst members, are to thank for 
this act of corporate mercy. They 
are delaying tbe planned 
restructuring of Airbus into a 
single corporate entity because 
they are unhappy about a possi- 
ble merger between British Aero- 
space (BAe) and DaimlerCbrysler 
Aerospace (Dasa), the UK and/ 
German Airbus partners. 

Paris is worried that a merged 
company, with 575 per cent of 
Airbus, could outvote Aerospa- 
tiale, France’s state-owned pari?; 
ner. in the consortium. Worse' 
still, BAe, which has only 20‘ per. 
cent of Airbus, seems set todcrak 
nate any merger with Dasa. ' 
France says that if Airbus is to 
become a normal commercial 
company, Aerospatiale must own 
half of it 

France’s pique Is understand- 
able. Its vision, determination 
and skill kept Airbus aloft in the 
early days. But past French 
achievements must not be 


allowed to become an obstacle to 
Airbus's future. - 
The main stumbling block is 
continuing state, ownership of 
Ahrospatlale. The company is 
due to be partially privatised 
next year. But BAe and Dasa are 
reluctant to include Aerospatiale 
in their restructuring plans while 
the French state retains a stake 
In -ft They fear this would be 
hard to justify to their own 
shareholders and could, lead 
to meddling by- politicians .in 
. Paris. 

- . The French government has 
offered to sell off more of Afiros- 
patial£ tf ft gtris a bigger share in 
Airbus, BAe and Dasa have sensi- 
bly ignored the proposal, insist- 
ing the French company's share 
be determined, by its commercial 
crartributtan, not 

- Tty ite -g u v er nm enLowner . * - ' ■ - 
. The Only wiy out4s> speedy, 
complete and unconditional -pri- 
vatisation of A&os^tiale. Freed 
from its state shackles, the com-' 

. paiay; could start to play a eon- 
structive role in .shaping -the 

future of Europe's- Aerospace 
industry. But the Ipngra that st^?; 
is delayed the greater is the rid; 
that Aerospatiale’s influence over 
events will be marginalised, and' 
that Airbus’s further, develop- 
ment will be crippled by divisive 
arguments between Itsshareheld- 
ers. Jn:sodh circumstances, tbe 
only winner wotQcL.be ; Boeing. 
Can that really be what the 
.French goverament wante? 


As dog's dinners go, the UK 
government’s plan for the Post 
Office looks tepid and unappetis- 
ing.. The. fear of a leftwing revolt 
against a seD-off has led it to stir 
up. scraps that savour cif privati- 
sation but are hot at all the real 

thing . 

Tbe wain ingredients are: some 
increase in commercial freedom, 
further moves . towards liberali- 
sing the postal market, and an. 
independent regulator to see fair 
- play. This scheme could be 
defended only if it were a prepa- 
ration for full privatisation in a 
few years' time. Defenders of the 
government may whisper .that 
. this is what will happen. In an 
increasingly open 1 and competi- 
tive market that would be far the 
best solution. But so long as min- 
isters dare not utter the “p" 
word, the Post Office will be cqn- 
demned to prolonged uncertainty 
and to an unambitious commer- 
cial strategy, perhaps of managed 

decline. , -z 

From continental Europe, it 
must appear ironic that .the UK. 
which pioneered tbe sale of pnb-. 
Kc utilities, should now be so far 
behind Germany and the Nether- 
lands in respect of mail ser vices . 
In both these countries, priva- 
tised post offices have made 
aggressive acquisitions; and, 
along with many other private 
companies, they now threaten 
the UK Post Office's business. 

So much is onnmon-groond.- 
About 80 per cent of the Boyd 


fall's turnover oomes from the 
commercial sector. But it is 
.detoured by tight financial and 

' ' investment controls from compet- 
ing hi. lucrative new markets, 
such as that for large mail-shots. 
The government ‘knows that 
unless the Post Office is liberated 
from these controls, its £7-5bn a 
year business' will, inevitably 
shrink. But then it wSS be lees 
able to cross-subsidise its socially 
useful services, notably tbe net- 
work of 1&00Q small post offices 
and the fixed-price delivery of 
. mafl to remote areas. 

However, so long as the gov- 
ernment remains its owner and 
guarantees Its debts, the Post 
Office cannot be allowed toll 
commercial freedom sis tile. 
Treasury has rightly insisted. 
Such freedoms could only be 
exercised by. a. management sub- 
ject to private sector disciplines - 
from sharehcildeis, the takeover 
market and; ultimately, the; 
threat of bankruptcy. 

That is what prtvatlsation : does: 
it confers the ability to develop a 
business and make (regulated) 
profits in exchange for all the 
risks of failure. _• 

- "With Its monopoly business 
challenged by fax and email, and 
parcel post optfi to competition, 

' the Post Office Should have, been 
a prime candidate for. sale. 
Instead, the g overnm ent fit serv- 
ing up a. reheated confection of 
: state control and half-baked liber- 
alisation. 


E xxon and ' Mobil com- 
bine to create 2240bn 
colossus,- Microsoft's 
S&XSm-plus market cap- 
italisation, threatened by anti- 
trust sutt;British Petroleum and 
Amoco in CllDbn merger. 

These headline numbers, 
reflecting the extraordinary val- 
ues that the stock market puts on 
the world’s corporate giants, are 
not just mind-numbing. They 
provide- a fascinating Insight into 
the changing pattern of Indus- 
trial development and the distinc- 
tive characteristics of the present 
economic cycle. 

First, consider tbe overall num- 
bers, which serve, to highlight the 
US industrial and commercial 
renaissance in the 1990s after the 
Japanese onslaught of the previ- 
ous decade. Japan’s share of the' 
world's stock market value, 
which accounted for 4L5 per cant 
at . the start of this decade, has 
shrunk to a mere 10.4 per cent. 

Tbe US, meantime, has gone 
&om 3L0 per cent to 53.2 per 
cent hr terms of individual com- 
panies (see tables below), gigan- 
tism is not far short of an 
all-American show. 

Nothing better (a or more pre- 
dictably) illustrates this new 
dominance than the astonishing 
rise of Microsoft, which, in 1990 
did not even feature in the top 
100. Today its market capitalisa- 
tion of over $300hn is equivalent 
to more than 20 times its gross 
revenues. 

The manner of the rise is as 
striking as its speed: never has so 
much value been supported by so 
.few tangible assets. Microsoft's 
net asset value in the latest 
accounts was tl6J5bn, while prop- 
sty, plant and equipment - the 
company’s largest collection of 
tangible assets apart from its 
$l4bn cash hoard - accounted for 
just $l.5bn of the $22bn balance 
sheet total. 

Tbe bulk of Microsoft's market 
value therefore hangs on the 
brainpower and manag erial skills 
at Bill Gates, Microsoft’s chair- 
man. and his team, and on their 
ability to keep an iron grip on tbe 
fast-moving market for their 
products. A similar point could 
be made of Intel, which since 
1990 has jumped from 187 to three 
in the table. 

In short, information technol- 
ogy appears a sure-fire way to 
generate high stock market valu- 
ations. But could the market’s 
assessment of relative value be 
misguided? 

Tbe markets certainly do get 
things wrong: in 1990, 
eight Japanese banks were in the 
global top 2D. There is no mare 
busted flush today than a . Japa- 
nese bank. 

In 1990, the world's biggest 
company was Nippon Telegraph 
and Telephone. That showed an 
implicit respect for monopoly, 
which appears to have been Justi- 
fied fri the sense that it continues 
to be Japan's most highly valued 
company: 

That raises much the same 
: question for investors as the one 
posed by the US antitrust author- 
ities- Is Mr Gates Tunning a 
monopoly? And If it is. can Micro- 
soft; with regulators and competi- 
■tors snapping at its heels, escape 
a reevaluation of the kind that ' 
overtook Japanese banks, or, 
more prosaically, the genteel 
downward momentum of Interna- 
tional Business Machines, which 
was second only to NTT in 1990 
yn rf now languishes at number 

ei ght? 

. At the .very least,. stock market 
numbers suggest that competi- 
tive advantage derives. Increas- 
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Newliook-up 

forOTE? 

This time last year George 
SlmeonkJes Just missed out on 
Greece’s top corporate post - 
chief executive at partly 
privatised telecnmmunk^ftlons 
operator OTE Now the word te . 
that he has been offered the job 
after George Cbryssoulourfs, thp 
former Massachusetts Institute of 
Technology professor who 
pipped him last year, resigned 
; following a dost-up wife 
transport minister Tassos • ‘ 

Mantefe. 

f Smeonides left OTE 15 years 
ago for a lowly job at Inmarsat, . 

I the London-based international 
maritime telecoms organisation. ■ 
Now he r s flxecuUve 

vfce-prasident we/seeing 
Inmarsat's transformation into a - 
priytob-aector telecoms operator. 
Greek offici als s ay he’ll be 
installed at OTE on January 15 - 
- If he doesn’t have second 
thoughts about tearing such a 
plush post for the 
rough-and-tumble of Greece’s 
public sector. • 

Meantime, deputy chief 
executive George Skarpeflfs is 
ninniug OTE His In-tray is 
overfkwing. -in the next couple of , 
weeks, he has to sign off on 
OTFs $690m acq uisition of ; 

Romanian state operator Rom 
Telecom and mate a deal with i 
the govern ment on the date for | 

alxjtefr^ moncftoly ctf I 

, public voice telephony. I 
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ingly from intangible values. In 
the case of Coca-Cola, its rise 
reflects tbe extension of its 
branding and marketing exper- 
tise to tbe global market place. 

Between 1985 and 1998, accord- 
ing to McKtasey, Coca-Cola has 
seen its market value increase by 
1^00 per cent compared with a 
547 per cent Increase cm the SAP 
500 - a textbook example, say the 
consultants, of how to capture 
global growth opportunities. 

For drug companies such as 
Mock, the predominant intangi- 
ble values derive from some of 
the world’s most sophisticated 
human capital, along with the 
patent protection afforded to sci- 
entific discoveries. As for Pfizer, 
a monopoly in just one product, 
.the anti-impotence drug Viagra, 
has helped transform the compa- 
ny’s position In the global league 
table.. 

A striking featured the dispar- 
ity in the number of jobs gener- 
ated by these knowledge compa- 
nies compared with those where 
tangible assets still represent' a 
big chunk of balance sheet 
value. 

Consider the case of General 
Motors. In rankings such as the 
Fortune 500, which rely an turn- 
over, Gifs $178bn sales put it at 
number one. Yet its market capi- 
talisation Is less than half t ha t 
figure. Where stock market val- 
ues prevail, the company does 
not make it to the top 50 in tbe 
US, let alone the world. 

That said, GM provides employ- 
ment for over 600,000, compared 
with a mere 64,000 at Intel or 
54JOOO at Mock. Meanwhile the 
US Poet Office, which is at tbe 
other, low-tech end of the com- 
. munications business, keeps 
nearly 900,000 on tbe payroll 

That points, in due course, to a 
big and uncomfortable labour 
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Same nasty millennium bug 
problems are looming. OTE is 
malting painfully stow progress 
on Year 2000 compliance. Its 
new bug-proof billing system, for 
example, isn't due to be 
delivered until September 1999. 

.; If Skneonides did decide to 
stay put in London, who could 
blame him? 


pulled the listing In June, and 
blames market conditions for the 
latest delay in raising the wind. 
But it Insists that it will look at 
the possibility of issuing shares 
next year - and that the whole 
thing isn’t just a lot of hot air. 


Left hook 


Out of gas 


, An ambitious South African plan 
to build an airship capable of 
flying the Atlantic seems to have 
sprung another leak. A move to 
list the Hamilton Airship 
Company on the Johannesburg 
Stock Exchange has stalled for 
the second time. 

The last passenger-carrying 
airship to cross the Atlantic was 
the HJndenburg, the pride of the 
Third Reich, which burst into 
flames near New York in 1937 
with the loss of 36 fives. Now a 
number of companies around the 
world say they want to bring 
back the age of sedate, luxurious 
travel underneath a giant gasbag. 

Hamflton’s plan Is for a 
150-metre monster - to be called' 
the Nelson, with President 
Mandeb's bfessfng - capable of 
carrying 50 or so wealthy punters 
from Cape Town to New York In 
five days, or on a four-day cruise 
to London, taking fa Table 
Mountain, Kilimanjaro, Victoria 
Fans, the Pyramids, foe Alps and 
the Eiffel Tower. 

' The company, based in a 
swish Johannesburg suburb, first 


What is K about Minnesota and 
wrestling? The Midwest state 
male waves last month when ft 
elected maverick ex-grappler 
Jesse “The Body" Ventura as 
governor. Now Minneapolis's 
other political armlock specialist 
is aiming for even higher things. 

Not that Senator Paul 
Wellstone has managed many 
folding presses lately: now S3, he 
left foe ring behind years ago for 
academia before becoming the 
only Democrat to beat an 
Incumbent senator in 1990. 

Now he is re- assembling the 
, team that won the 1990 victory 
and says he wants to run for foe 
Democratic presidential 
nomination: he'll decide in the 
next few weeks after a round of 
family consultations. 

But there are already lots of 
WeUstone 2000 campaign 
goodies on offer and local media 
are producing some remarkably 
detailed speculation about his 
plans for his first few days as a 
candidate. 

If he does run, expect a 
bashing for foe latest bout of 
mega-mergers. Last week in 
Iowa, the son of Russian Jewish 
immigrants said he would be 
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market transition, as the Post 
Office's customers shift to mod- 
on, less labour-intensive distri- 
bution systems. Yet the service 
sector stiB has the potential to 
provide employment to large 
numbers - witness the 825,000 
working at Wal-Mart Stores. 

Note, too, that services now 
account for the greater part of 
the turnover of General Electric, 
which is not in the business of 
providing low-skilled employ- 
ment. Its GE Capital subsidiary is 
ah increasingly powerful force in 
global financial services, with a 
skilled workforce to match. 

So what do the numbers tell us 
about manufacturing? Whereas 
in the 1980s the stock markets 
put a high value on the big 
vehicle producers, the message in 
current valuations appears bleak. 
It may be that in teaching the 

What do the 
numbers say about 
manufacturing? The 
message appears 
bleak 


world new and superior manufao 
taring methods tbe Japanese 
delivered no more than a one-off 
boost. Scepticism prevails about 
the ability of manufacturers to 
add value, which is bad news for 
values in the German stock mar- 
ket, where manufacturing is dis- 
proportionately represented. 

Certainly there are few monop- 
olies to exploit in large-scale 
manufacture. Even in heavily 
concentrated markets such as 
aerospace the going is tough, 
as Boeing's current problems 


make all too clear. 

Manufacturers are also subject 
to very different kinds of risk 
compared with knowledge-based 
companies. Few doubt that 
Microsoft confronts serious tech- 
nological and legal challenges. 
Yet there is little purely financial 
risk in the business. 

Microsoft’s balance sheet is 
completely unleveraged: it shows 
a huge net cash position. In con- 
trast, General Motors, while 
trumpeting its improved ability 
to generate cash, still carries sub- 
stantial balance sheet leverage. 

Corporate gigantism is not 
exclusively about intangibles, 
though- Exxon takes $86bn-worth 
of property, plant and equipment 
into the merger with Mobil, a 
sum that far exceeds its share- 
holders' equity of $44bn. And the 
sheer durability of the oil giants' 
position at the top of the league 
tables this century Is striking - 
especially compared with indus- 
tries such as steel or motors. 

No doubt their tenacity partly 
reflects the high barriers to entry 
In an exceptionally capital- 
intensive business. Industrial 
evolution has also provided an 
exceptionally favourable back- 
drop for oil producers. 

The oil majors have also been 
fortunate in escaping the kind of 
price shocks that afflict more 
modem industries. True, succes- 
sive oil crises have tested their 
mettle. But compare and contrast 
their experience with the plight 
of those wbo serve the informa- 
tion technologists. 

Only 25 years ago a megabyte 
of semiconductor memory cost 
around $550,000; today tbe price 
is down to $4. Some shock. And 
in newer industries innovative 
products seem to turn into mere 
commodity products at uncon- 
scionable speed. 


campaign like Teddy Roosevelt 
Tm going to be talking about 
trust-busting,* he said, attacking 
consolidation to 

telecommunications, health care 
and financial services. He wants 
“to drive big money exit of 
politics and drive people, in*. 

But don’t expect to see 
President WeUstone installed in 
2001. He's reckoned to be too 
far out on the libera) wing of foe 
Democrats for the Siting of party 
bosses or uncommitted voters. 

In a match with Al Gore, the 
vice-president shouldn't find it 
too hard to get three falls - 
though not, perhaps, a 
submission. 

Short circuit 

There’s .a strange affiance this 
week between Clara Short, the 
UK's international development 
minister who's about as leftwing 
as it's possfole to be in premier 
Tony Blair’s cabinet, and 
financier George Soros. 

Short has drawn some fire with 
her proud refusal to promote 
British companies on a recent 
trip to China. In Ms new book, 
George Soros - not someone 
Short would normally see as a 
soul mate - recounts foe 
Bulgarian president's “shock* 
over French president Jacques 
Chirac’s lobbying for a French 
buyer in a privatisation sale. 

When Observer caught up with 
him yesterday, Soros was au iatt 
with Short's predicament He 
was in no doubt "I support her.* 


In the current economic cycle 
oil producers have nonetheless 
suffered heavily as a result of 
excessive investment and over- 
capacity. With profits from 
extracting the oil disappearing, 
they are dependent on productiv- 
ity enhancement to maintain 
profitability. Mergers provide a 
means. But where will the 
merger mel£e end? 

In the light of Exxon’s acquisi- 
tion of Mobil, with a market capi- 
talisation of more than $60bn, the 
number of those that can count 
themselves as invulnerable 
appears to be shrinking dramatic- 
ally. As in the motor industry, 
polarisation between a handful of 
giants and the rest seems ines- 
capable. 

Interestingly, many of the most 
.successful of today's giants are 
tar from being genuinely global. 
More than 70 per cent of the oper- 
ating profits of both Microsoft 
and Intel still comes from the US. 
And in finance a bank like 
Lloyds TSB has so far pursued a 
purely domestic strategy in 
reaching the number four posi- 
tion in the UK stock market 
league table. 

For an acquisitive company, 
domesticity may not guarantee 
perpetual life at the top. And 
with the notable exception of 
Genera] Electric, the last con- 
glomerate to be widely admired, 
there is little in the stock market 
numbers to suggest that growth 
by acquisition Is a formula for 
sustainable gigantism. 

With the US economic cycle 
looking very mature, the ques- 
tion is whether these relative val- 
ues will change dramatically if 
the stock market collapses. In the 
past, markets have not always 
looked kindly on intangibles in a 
downturn. The test may not be 
far away. 


100 years ago 

The Ambassador’s Gaffe 
Paris, 7fo Dec. The 
controversial speech made by 
Sir Edward Monson, the 
British Ambassador to France, 
at the annual banquet of the 
British Chamber of Commerce 
here last night Is considered a 
serious blunder for a diplomat 
of his standing and abilities to 
be guilty of. The consensus of 
opinion is that Her Majesty’s 
Ambassador greatly exceeded 
his prerogative in publidy 
criticising fa their own capital 
fo which he Is accredited, foe 
methods followed by 
Frenchmen in defending what 
they believe to be their rights 
and interests. ’ 

50 years ago 

German Car Exports 
Frankfort, Dec. 7. Motor-cars 
produced by American owned 
firms are increasingly taking 
their place beside the cheap 
Volkswagen in German car 
exports fa Europe, according 
i to a survey published by foe 
joint Export-Import agency 
here. The Opel works, a 
subsidiary of General Motors, 
exported 121 cars during 
November. The Ford motor 
works in Cologne win soon 
come on foe market with a ; 
new “Taunus* model which is 
to be sold abroad on a large 
scale. 
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Recession? 

A couple of tips to cut the trawl budget-. 

1 . Ban Air Miles - it's bribery! 

2. Fly easjrJet 

Cali 0870 6000000 easy Jet 
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Seoul-searching 


The smoke is be ginnin g to clear over the 
restructuring of South Korea's big five 
conglomerates, or chaebol. 

Samsung's agreement to quit carmaking 
- which it should never have got into - is 
an important step towards refocusing on 

electronics and financial services. This 

follows a failed bid for Kia Motors that 
was so balf-hearted it suggested a victory 
for professional management sense over 
empire building. With Daewoo.' on the 
other side of the business swap with Sam- 
sung, extricating itself from electronics, 
are the big five in genuine retreat to their 
cores? 

Clearly the removal of some fingers 
from some pies makes it easier to identify 
eacb chaebol with fewer industries. But 
this does not automatically reduce either 
manufacturing capacity or debt. The for- 
mer should be easier now that overlap- 
ping businesses are being brought 
togetber. But the management challenge 
is formidable in the face of militant' 
unions. As for cutting debt, reshuffling 
portfolios does not help. Businesses, or 
stakes in them, must be sold. And the 
bidders will include foreign companies. 

Cue for more Toot dragging? Maybe. But 
bank nationalisations mean the govern- 
ment has a firmer grip on credit lines. 
Meanwhile stock market recovery has 
underpinned valuations, making disposals 
less painful. Crucial tests will come at 
Daewoo, the most financially stretched, 
and Hyundai, the most shrink resistant. 

Venezuela 

Which Hugo Chavez will end up run- 
ning Venezuela? The populist radical of 
the campaign trail or the responsible pres- 
ident-elect that emerged at yesterday's 
news conference? Aware that he needs the 
money and goodwill of foreign investors 
to shore up the country’s battered econ- 
omy, Mr ChAvez was on his best behav- 
iour. But his early statements are still 
littered with contradictions. 

Mr Ch&vez wants to combat the fiscal 
deficit by raising the tax take, but his' 
scheme of garnering $5bn - nearly 5 per 
cent of gross domestic product - by crack- 
ing down on tax evasion is unrealistic. He 
maim s Venezuela will stop breaking its 
Organisation of Petroleum Exporting 
Countries oil production quotas, but has 
also vowed to fire Luis Grusti, the state oil 


South Korea 

fares Composite 



company’s highly-respected boss. And 
while be has promised that Venezuela will 
continue to pay interest on its external 
borrowings, there is ominous talk of a 
debt restructuring later on. 

With the economy driven Into recession 
by the low oil price and soaring fiscal and 
trade deficits, Mr ChSvez must rapidly 
gain investors' confidence and stop capi- 
tal outflows. Building on yesterday's start 
with heavyweight cabinet appointments 
would help. But if this does not lead to 
success, economic pressure could force 
him to become more radical politically - 
he is already trying to change the consti- 
tution to gain more authority. . At this 
stage, the risks In Venezuela outweigh the 
potential rewards. 

UK monetary policy 

There is no need for a UK recession. 
The economy has not gone on such a 
binge - in a way that, say, the US has - 
that anything more than a mOd slowdown 
is needed. But that does not mean the 
economy will not contract. Indeed, the 
outlook is deteriorating: industrial pro- 
duction has fallen again, retail sales are 
subdued and even the previously strong 
services sector is taking a knock. 

All this means the Rank of England's 
monetary policy committee should cut 
interest rates later this week. But how 
much? The consensus expectation - a 't* 
or Vi a percentage point cut - would be 
too timid. 

With rates at 6% per cent compared 
with 454 per cent in the US and 3 per cent 


CONTENTS 


throughout the euro-zone (except Italy), 
policy is still tight Interest rates would 
have to fall to 5 per cent before policy was 
neutral, let alone expansionary. So with 
little sign of inflation, the freedom to cut 
rates should be used decisively. A full 

percentage point cut now - followed by 

another point early in the New Year if the 
data do not Improve - would be appropri- 
ate. 

There are two arguments against such 
action. One is that it could provoke panie. 
That hardly seems likely: businesses and 
consumers might actually be cheered that 
the Bank had a grip on tbe situation. The 
second worry is that the pound might 
collapse. Perhaps - though sterling stayed 
solid after the previous two cuts. But even 
if jt did drop from its current overvalued 
levels, that would be no bad thing. 

Scottish Power/PacifiCorp 

Scottish Power certainly gets points for 
ambition. Acquiring PaclfiCorp would 
provide it with the platform it has long 
sought for growth in tbe US. But, as the 
10 per cent share price fall shows, worries 
remain. With an enterprise value above 
$12bn, PaclfiCorp is a big mouthful. Scot- 
tish's management does have a decent 
record, albeit with smaller purchases such 
as Southern Water. But without any over- 
laps. the success of this move will depend 
on Scottish's ability to savage PacifiCorp’s 
cost base and then keep tbe savings- away 
from various US regulators. 

Since PaclfiCorp has been failing to 
achieve its authorised rates of return, cost 
cuts are indeed going begging. Scottish 
calculates it can save S150 for each of 
PacifiCorp’s 1.4m electricity customers. 
After tax and on a multiple of 10, these 
savings are worth a little over Sl-3hn in 
today's money. Further cost efficiencies 
may also emerge when Scottish turns its 
skills to PacIfiCorp's generation business 
and Australian operations. 

But the key will be to hang on to them. 
Paying a 21 per cent premium, worth 
$l-2bn, throws most of them straight to 
PaclfiCorp shareholders. And the danger 
is that the authorised rates of return 
come down at a faster pace than Scottish 
expects, reducing the scope for rich 
savings from the drive to reduce costs. 
Scottish will have to pedal bard to stand 
still. 
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Europe today 

Southern Scandinavia will have 
snow but other areas will be mainly 
dry. The Low Countries, Germany, 
Austria and Switzerland win have 
sleet and snow but this wiU turn to 
rain and drizzle as the day pro- 
gresses and milder weather slowly 
spreads from the west. France wiH 
be dull and misty in the north with 
rain but the south will be dry with 
sunny periods. The western 
Mediterranean win be mainly dry 
with surety spells but the east will 
be showery with thundery down- 
pours. 

Five-day forecast 

North-west Europe will remain mild 
and changeable with spells of rain 
moving In from the Atlantic. South- 
ern Scandinavia will be mild but 
snow is likely in the north. The 
eastern Mediterranean will be 
mainly dry with sunny spells but 
the east will remain showery for 
much of the coming week. 
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World Bank loans hit by 
‘corruption in Indonesia’ 

Memo says officials use sophisticated systems for diverting funds 

. a ww I- 1 


By Stephen FkBer in Washington 

World Bank funds being lent to 
Indonesia are being diverted by cor- 
rupt officials, according to a' bank 
memorandum. 

It stated that officials from almost 
all arms of government - including 
the judiciary, civil service and secu- 
rity .forces - had sophisticated 
“systems'' for diverting funds into 
individuals’ own pockets. 

And a letter sent yesterday from 
126 international non-governmental 
organisations to tbe bank raised 
fears that bank funds might be 
diverted by the Indonesian govern- 
ment to infl uence polls next May. 

The internal World Bank memo- 
randum, written in October, stated 
that lending was stHL subject to “sig- 
nificant leakage* owing to corrup- 
tion, with loans still prey to the 
kinds of problems pointed out in a 
widely leaked internal report by the 
bank last year on corruption under 
the Suharto regime. rl ; 

The October memo, fhifri ;jaheT 
Loos, the bank's regional* manager 


for East Asia Pacific operations, 
said: “Despite apparent compliance 
with World Bank guidelines and doc- 
umentation requirements for pro- 
curement, disbursement, supervi- 
sion, and audits, there is significant 
leakage from bank funds. 

“Practically all key Institutions of 
government are involved (in cormp- 
tiont judiciary, civil service, secu- 
rity forces, even Infernal and exter- 
nal audit fir ms." it said. Most state 
agencies, it added, “have sophisti- 
cated Informal systems for allocation 
of diverted funds". 

The memo also criticised how the 
bank coped with irregularities. “The 
auditing requirements have been 
allowed to deteriorate into a superfi- 
cial-exercise; even an agency with 
overdue- audits was not excluded 
from receiving new loans." 

The letter from the - 126 ' non- 
governmental groups asjted how the., 
bank's public statements - that it 
,was leading the way in dealing with 
corruption - could be reconciled 
with the situation 'described in the 
memo-. Addressing James Wolfen-. 


sohn, World Bank president, the let- 
ter said: “Observers Inside and out- 
side the bank have pointed out that 
the bank's planned non-project loans 
under current circumstances also 
risk large diversions of funds by the 
government to influence the out- 
come of the planned May 1999 
elections." 

Peter Stephens, communications 
manager for the bank's East Asia- 
pacific region, said: “We have been 
repeatedly consistent in saying that 
we don’t believe that corruption has 
been resolved, and we don't believe 
it's been wiped out in our pro- 
grammes or anywhere else. . 

“What we are tains to^do 
ulate debate about the subject" , 

The board of the International 
Monetary Fund : is expected to meet 
next Week and approve the release of 
the_ next S960m section of an SH-2bn 
IMF' 'programme, an IMF spokesman 
said. v -.„_ • 

Acehnese seek" justice. Page 5 

Bankruptcy law under fire, Page 5 
Indonesian group pays debt, Page 1g 


Investors give cautious 
to Venezuela’s new pr< 


By Raymond CoGB and 
Richard Lapper tn Caracas 

Investors . yesterday cautiously 
welcomed signs that Hugo Chavez. 
Venezuela's new president, could 
abandon some of his radical leftist 
proposals. 

Mr ChAvez, who won an over- 
whelming election victory In Sun- 
day's poll with more than 56 per cent 
of the vote, adopted a conciliatory 
stance in his first post-election state- 
ments. 

International investors have in the 
past few weeks expressed concern at 
plans by Mr Cbdvez to dissolve the 
country’s assembly, suspend foreign 
debt payments and revise recent pri- 
vatisation contracts. 

But on Sunday night the new pres- 
ident pledged firm action .to tackle 
the country’s growing fiecal deficit. 
He announced the elimination of 
more than a dozen government min- 
istries and held out the prospects of 
slashing the public payroll. He prom- 
ised to put tax evaders behind bars 


. and raise as much as $5bir to$6bn by 
improving collection. “We are inher- 
' iting a state accustomed to spend, 
spend, stnd spend. There must be an 
end to this." said Mr Chavez.. 

' Local business leaders yesterday 
. highlighted the tone of the presi- 
. dent-elect’s first statements. “Moder- 
ation was the key word in Chavez’s 
speech," said Luis Henrlque Ball, 
head of the- industry chamber. Con- 
industria. “We have all been quite 
pleased with his call for unity." 

Although some investors remained 
sceptical, the market welcomed 
signs of his tough fiscal stance. The 
price of Venezuela's dollar-denomi- 
nated bonds recovered at mid-morn- 
ing in New York trading after falling 
3 per cent in early London trading. 
The shares of Venezuelan telecom- 
munications provider, CANTV, trad- 
ing in New York as American Depos- 
itary Receipts tADRs) fell only 
marginally. 

The Caracas stock exchange was 
closed due to a bank holiday. 

“The expectations were so nega- 


tive that there is somewhat of ah' 
upside potential in the short to 
medium terra. Then he is going to 
have to deliver." says Joe Pietry. 
senior Latin America economist^ 
with Salomon Smith Barney lb.-New 1 
York. - ' Vs, 

The markets have been buoyed by 
talk that Mr Chavez is considering 
appointing widely respected techno- 
crats to his economic team. Among 
the potential candidates!* Jos£ Igna- 
cio Moreno Leon, former head of the 
government's tax authority. 

Still, Agustin Cangas. head of Mer- 
invest. a leading domestic invest- 
ment bank, said he was worried by 
the prospects of government inter- 
vention through tougher regulations 
and higher taxes. There is also con- 
cern that Mr Chavez’s proposal of 
radical constitutional reform could 
cause political stalemate and deepen 
the country's economic woes. 

Faith in Chdvez, Page 6 
Venezuela's new sheriff. Page 14 
See Lex 
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Portugal banks set to merge 

fa Portuguese banking, size matters. After a 

^SS£ h 5 l " m ?* ahook ** Vnd '**Y m the 
mid-1990s, the market share of the top flue 

banks ros e fro m 45 per cent to almost 80 per 
eent.But'PprtugaPs financial sector is stfll’frao- 
frented compared with other European Union 
countries and further consolidation is Inevitable 
analysts say. The key to the process may rest 
with Antonio Champafimaud, in his 80th year 
and the richest man in Portugal. Page 18 

Swi ss ass ortment ripe for shake-up 

Milk cartons, chocolate packaging systems, 
automation equipment and weapons for the 
gwfss army and the CIA. This Is the unlikely cof- 
. lection of products made by SK3, a Swiss mini- 
cdngtomerata that has for years been regarded 
as a somewhat sleepy collection of diverse 
Interests. And there is still some way to go 
'Jolfiom It Bves up to its potential. Page 18 

^Scandinavia blows hot and cold 

# If may be winter, but Scandinavia's four stock 
exchanges still contrive to blow hot and cold. 
White Helsinki and Stockholm have continued to 
regain ground after summer squalls, the perfor- 
mance in Oslo and Copenhagen has been sorry 
by comparison - they were the only bourses in 
western Europe to fail last month. Page 40 
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Hong Kong leaps after rate cuts 

Shares In Hong Kong 
leapt almost five per 
cent as favestora 
reacted positively to 
interest rate cuts in 
China and Hong Kong 
and Friday’s strong 
performance on Wall 
Street China's central 
bank said on Sunday it 
would reduce both 
tending and deposit 
rates, bolstering the 
sentiment that came from a similar cut 
Hong Kong banks on Friday. Page 40 
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Issue not all bad news 

It would be tempting to dismiss the fourth 
tranche and first global offering of NTT, the 
* ’•* Tokyo-based telecommunications group, as 
' : - somethfag of a bad joto. After all, the record of 
creating shareholder value at Japan's largest 
v ' • • company is dismal, even by the country's very 
- low standards. The reason the issue might suc- 
ceed is the promise of parent company 
restructuring. Page 19 

^ Argentina fights to beat mate glut ; 

Mate, a bitter herbal infusion made from the 
\r leaves of the mate plant a type of hofyy. Is - ; . 

* : t Argent! na’fdationaJ drink. Mate producers fee- 
■ Ing oversupply are bylng to export thek way «Jt 

* of trouble. Most exports are to neighbouring , 
countries and the Middle East. But the real prize 
... would be the US, where the drink \s just catch- . 
fag on. Page 30 
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US auto interior supplier aims to 
save more than $40m a year 


By NBddTaftki Chicago 


cantrate this business in For- 


More than &00 jobs are being 
axed at Lear Corporation, one 
of the largest US suppliers of 
auto inte ri ors, in an effort to 
achieve annual cost-saving of 
zoom than $40uz- ' 

The company, said yesterday 
it expected 1,700 Job losses 
in its European operations 
and about 1.100 in North 
America. 

Most of the plant closures, 
however, win he concentrated 
in Europe, where about 15 
sites will shnL A further two 
facilities will dose in North 
America and one lit South 
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America. Lear employs about 
edjOOO people^and the job cuts 
represent abohtM per cent Of 
the vrariEfhrce. : 

ltis cuts are among the lat- 
est Impo&ed by US corpora- 
tions responding to a wave of 
mergers and acquisitions and 
efforts to sustain earnings in 
the face of economic slow- 
down; - 

Lear refused to say which 
facilities or - countries, in 
Earqpe would be affected hut 
did say that some of the clo- 
sures would result in consoli- 
dation and expansion of activi- 
ties elsewhere. 

Included in the 15 targeted 
European plants, for example, 
are some seat-cover manufac- 
turing operations. Lear , has 
already said if Intends to con- 


The Detroit-based company 
. outlined the res t ructuri n g plan 
when it released third-quarter 
results two months ago but did 
not give details of the number 
of Jobs to be abed or the plants 
which would dose. 

- The company, which has 
made a number at acquisitions 
recently, has about 200 facili- 
ties worldwide. 

The company added that it 
intended to take a gi33m pre- 
tax charge to cover the 
restructuring In the fourth 
quarter of the current year - 
slightly irighpf than th© Gi25m 
charge estimated in October. 
The cash portion of the charge 
will be around $85m. 

Disclosure of the revamp 
surprised analysts at the time 
and Lear’s shares fall by more 
than one-fifth to about $3L In 
early New York trading yester- 
day the stock was $9 higher at 
*38*. 

.The. company said it expec- 
ted the restructuring to be 
complete by the year 2000 
when the full annual 
cost-saving at around *40m a 
year should start to be 
felt 

. Kenneth Way, Lear chair- 
man and chief executive, said: 
“While the actions we are tak- 
ing are difficult, we believe 
these steps are consistent with 
our strategy of improving 
valde for our -customers as 
wefl as putting . us back on 
track to achieving 15 par cent 
earnings per shares growth 

annually ." 

Tn the Bret trine - months of 
this year, Lear, saw after-tax 
profits, slip to (l&Utai com- 
pared with *138l6m in the 
same period a year earlier. 
Sales were up 18 per cent at 
*6Jba 

The resolt&.were affected in 
part b7 the two strikes during 
the summer which crippled 
production at General Motors, 
Which is a big customer for 
Lear. .. 

Corporate are. Page 2f. 



George Soros: a back-seat driver besieged by doubts 


George Soros, 68, the man 
who made a bundle betting 
against sterling and whose 
m usings on Russia may have 
precipitated a crisis, has not 


been involved In day-to-day 
fund management since 1889, 
preferring a role as “chairman 
and coach". "I think that I’ve 
lost it," he said in an interview 


with the Financial Times. "I'm 
like an over-age baltet dancer. 
I just haven’t got what it 
takas." Interview, Page 18 
Picture: Jason Orton 


Anglogold pays $550m 
for Minorco interests 


By Victor ilaflet in Joftamutsbwg 


AagJogoId, the world’s biggest 
gold mining group that is part 
of South Africa's Anglo Ameri- 
can conglomerate, has agreed 
in principle to btty the -gold 
mining fend exploration inter- 
ests of its sister company 
Mlnorco far $55Qm in. cash. 

Anglogold has been the lead- 
ing ccprtmdef to buy the gold, 
assets - which is to 

b^ absorbed ‘by the. Anglp par- 
ent company as it moves its 
headquarters from Johannes- 
burg to London next year. 

But both companies insisted 
yesterday that the deal was 
concluded after a competitive 
auction involving other bid- 
ders. 

Dank Slack. Minorco chief 
executive, said the transaction 
was favourable. to bis com- 
pany. “The sale price puts a 
value on Mbwrco’s gold assets 
which in the past was not 
reflected m our share price 
and will enable Minorco to 
reduce its debt levels accord- 
ingly.” he said. 

Bobby Godsell, chief execu- 


tive of Anglogold, said the pur- 
chase was “one important step 
towards our becoming a glob- 
ally active gold company*. 

The extra annual output of 
800,000 ounces of gold a year 
attributable to Minorco will 
give Anglogold a presence in 
north and south America and 
boost its production by 12 per 
cent to 7-Sm ounces a year - a 
tenth of world gold output 

Under the deal, whose price 
is subject to adjustment for net 
.ament assets end long-term 
debt as at December 31, 
Minorco will sell assets includ- 
ing: Independence Mining Co, 
-which has Pikes Peak Mining 
in Colorado and 70 per cent of 
Jenltt Canyon Joint Venture 
tn Nevada in the US; Minera- 
caA Motto Velho mines and a 
50 per cent share of Mtoeragafi 
Serra Grande mines in Brazil; 
a 46 per cent stake In the CeiTO 
Vanguardia mine in Argen- 
tina; and various gold explora- 
tion activities in the Americas. 

Since the end of apartheid 
and South Africa's first demo- 
cratic election four years ago, 
the country's big companies - 


including conglomerates and 
mining groups - have under- 
gone radical restructuring to 
cut costs and compete in for- 
eign markets that were previ- 
ously difficult or impossible 
for them to enter. 

Anglogold, the world’s fore- 
most deep mining company, 
has been confined to Africa, 
with operations in South 
Africa, Namibia and Mali and 
gold exploration in other coun- 
tries such as Tanzania and 
Senegal. 

With the addition of Minor- 
co’s south American and US 
interests, Anglogold’s said its 
exploration budget could rise 
to more than $50m a year from 
SSOm. 

North American mining 
groups, .meanwhile, have been 
looking at the possibility of 
buying into South Africa’s 
gold mining companies 
because they have substantial 
ore reserves but are valued 
much more cheaply by inter- 
national investors than their 
rivals. 

Commodifies, page 30 


Scot Power 
signs $7bn 
deal with 
PacifiCorp 

By Andrew Taylor In London 

Scottish Power of the UK has 
agreed to buy PacifiCorp of the 
US In a deal worth 3SJ97bn. to 
create one of the world’s top 10 
electricity utilities. 

The UK company intends to 
return cash to shareholders' 
and restructure its balance 
sheet by buying back up to 
£500m (8830m) of Its shares as 
part of the all-paper deal to 
buy PariflCorp. 

It will be the first time a UK 
power company has bought a 
large US electricity supplier, 
reversing the recent transat- 
lantic trend. 

.^Scottish Power is offering 
282 of its own shares, or 58 US 
d^ares in the form of Ameri- 
can Depositary Receipts, for 
~~ fry 100 PacifiCorp shares, 
deal valued each Padfi- 
share at S2&345 based on 
Scottish Power's share price 
yesterday, which fell 64p to 
689P. 

The offer represents a pro* 
mhun of almost 12.5 per cent 
on Pacifi Carp's dosing share 
price of S20.75p on Friday. The 
US utility’s price yesterday 
stood at just under $21 in early 
afternoon trading. 

Ian Robinson, Scottish 
Power's chief executive, said it 
was a good time to launch an 
all-paper bid given the recent 
strength of the UK utility's 
share price compared to Padfl- 
Corp, which has underper- 
formed the US electricity sec- 
tor by close to 40 per cent over 
the past two years. 

Ian Russell, Scottish Power's 
finance director, said the bid 
represented a premium of 
more than SI bn based on aver- 
age share prices prevailing 
before yesterday's offer. He 
said shareholder value to jus- 
tify this premium would be 
generated mainly from cost 
savings at PacifiCorp and 
growth in power demand in 
the west of the US where toe 
utility supplies 1.4m customers 
in six states. 

The US group also supplies 
power to 550,000 customers in 
Victoria, Australia, where it 
also has a 19.9 per cent stake 
in a 1600MW coal-fired power 
station. 

The deal, although described 
as a merger, is a takeover by 
Scottish Power which will 
give its name to the combined 
business. Mr Robinson and Mr 
Russell will remain as chief 
executive and finance dir- 
ector. 


Lex; Page 16 
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Justice Department set to 
review Cargill grain deal 


Ry NMd TaS fa Chicago 


The US Justice Department is 
to review the planned acquisi- 
tion. of .Continental: Grain’s 
grain trading operations by 
Cargfll, the largest privately 
owned company in tire US. 

The move, announced yes- 
terday by the ' Justice Depart- 
ment,' comes with some farm- 
ers already expressing concern 
at the potential reduction in 
outlets fbr thair produce. Car- 
gill and Continental are two of 
the biggest groups in the 
industry, ranking first and sec- 
ond among US grain exporters. 

Shortly after the deal was, 
announced in late November, 
Dan GUdkmaa. US agriculture 
secretary, urged regulators to 
take a thorough look at the 
impact of the planned consoli- 


dation. While stressing he did 
not want to prejudge the deal, 
Mr GHctanan said than were 
enough questions ■ and con- 
cerns to "keep the rubber 
- stamp in the drawer”. 

Increased consolidation in 
other sectors of the US farm 
economy has already' angered 
farmers and raised regulatory 
concerns. In the red meat 
industry, for example, four 

padring cn mpanltw — infi hirting 

a division of Cargill - are 
believed to control about 
80 per cent of the Industry. 

Following the Cargill- 
Continental deal, the National 
-Farmers Union sent letters to 
both President Clinton and the 
US Congress, asking for a 
review -of the "growing tread" 
towards oansotidation in agri- 
culture. .' 


"This troubling trend has 
pervaded most sectors, includ- 
ing the seed, packing, pesti- 
cide, grain and transportation 
industries and raises many 
larger concerns about the 
future of agriculture in the 
US," it said. 

Critics of the Cargill- 
Continental . deal have 
suggested that it would give 
the Minneapolis-based buyer a 
particularly strong hold over 
grain storage facilities around 
Chicago , and make dominant 
- along the Illinois River. 

CargQl has stressed that it is 
buying the Continental 
operations "to run them” - 
rather than close them down - 
and that the combined 
operations would haw»u«» only 
about 10 per cent of all grain 
moving off US farms. 



on 



$553m purchase of Interlake 


By Peter Harsh 


GKN, the UK engineering and 

aerospace company, yesterday 
maintained its acquisition 
drive with the S553m purchase 
of Interlake, a leading US 




aerospace components. 

The deal strengthens GKNS 
position, as the world’s biggest 
maker of strong' and light 
parts made from' powdered 
metal, which me used inereas- 
ingTy in the automotive indus- 
try. CK CbOW, GEN’S- Hong. 
Eongbom chief executive, has 
spent £1.2b:a on acquisitions 
since, he' took over the job-, 
hearty tiro years ago. ; 

Mr Chow said .last year- he 
wanted to lift GBhTs annual 


sales of £&3bn by 40 per cent 
over the next five years, 
through expansion, in fast- 
growing and profitable-parts of 
the world engineering indus- 
try. Yesterday's deal will pro- 
vide an extra 5535m of reve- 
nues , based on Interlake’s 
expected sales for this year, to 
add to GEN’S current -annual 
tumaver of about -ELSfen. - 
The acquisition - which 
-includes an assumption by 
GKN of S2 92m of debt - will 
substantially increase GKN's 
sales in the US from about 15 
per cent of total revenues to 
about 20 par cent Mr Chow 
said the. purchase was "an 
important step forward". Ana- 
lysts welcomed tire acquisition 
as fitting Into GKNV growth 



strategy. The company’s 

; dosed, np iVJp to 675p. 
purchase conies against 
_ _ _. -kgroupd' of gloom for 
tengli Of thrUiCs engineering 
IdBeBtry, .lyit'by the strong 
pdp^:aniTWeakening markets 
hy southeast Asia. However, 
’GEN'and. other large, interna- 
. trehal: UK-based engineers 
as Siebe and 72 have 
expanded, into new markets 
with strong growth prospects. 

' The Interlake deal gives 
GKN control of an important 
source of 'powdered metals, 
which its 'sinter metals' divi- 
sion usite. to. engineer compo- 
nents by- compressing granules 

of fron and other materials. 
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AJI companies have captains: But ^ometimes even 

the best of captains oftstay their w^coms. 

Which is when the rest qf the craft starts thinking 
MBO or MBI -and where Phikirew Ventures oomasfa. 

As you’d expect, the principal way we can help is 
with capital; we send to took-at 
£20 mBBon and £200 mittoo. 

But just as irnportant. we provide 
based on long experience, backed 
and bnaafastion to took beyond 

So (fit's time for new hands at 
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Mia deal 
change 
delays 
return to 
market 

By Tom Bums in Madrid 


INTERVIEW FUND MANAGEMENT GURU REVEALS DOUBTS 


I t hink I’ve lost it, says Soros 


The return to the markets of 
the Spanish hotel businesses 
Sol Mel id and Melid Inver- 

siones America nas tMint 

which was due yesterday 
after a two-week suspension 
of trading, was delayed until 
tomorrow after the Majorca- 
based Escarrer family, which 
controls both listed compa- 
nies. announced improved 
terms for a planned takeover 
of Mia by Sol Melia. 

Spain's stock market regu- 
lator said, however, it would 
continue to withhold 
approval of the takeover 
until it has received an inde- 
pendent appraisal of the dif- 
ferent companies which the 
Escarrer family wants to 
integrate Into a single unit 
The restructuring of the 
Sol Melia units, which the 
Escarrer family claims will 
create one of the world's top 
10 hotel groups, is proving to 
be one of the most contro- 
versial to take place on Mad- 
rid's Bolsa. 

it involves Sol Melia, a 
pure management company 
that operates 250 hotels 
world wide. Mia, which owns 
seven hotels in Latin 
America and the Caribbean, 
and Inmotel Inversiones, a 
non-listed Escarrer company 
that owns 73 hotels in Spain. 

The market regulator 
blocked the first stage of the 
integration on November 23 
when it suspended trading in 
both Sol Melia and Mia after 
the group announced their 
merger through an offer of 
nine Sol Melid shares for 10 
Mia shares. It has also said it 
wants further Information 
on Inmotel Inversiones. 
which the enlarged Sol Melid 
company plans to acquire in 
a subsequent right issue. 

The regulator's involve- 
ment reflected concern that 
minority shareholders could 
be harmed by the takeover 
strategy. The November 23 
offer valued Mia shares at 
Pta5.068 a share. 12.7 per 
cent above their last quoted 
market price of Pta4,495 but 
24.6 per cent below the 
Pta6,719 at which Mia shares 
were issued in April, when 
the Escarrer family placed 
35 per cent of the company 
on the bourse. 

In its revised offer. Sol 
Melia. 40 per cent of which 
was floated by the Escarrer 
family in June 1996. substan- 
tially increases compensa- 
tion for Mia shareholders 
who accept the takeover bid 
by additionally offering 
them warrants, payable in IS 
months time, whose value 
will be based on the value of 
Sol shares in June 2000. 

The warrants, which will 
be quoted on the Bolsa and 
guaranteed by the Escarrer 
family, will be worth a maxi- 
mum of Pta 1.835 for each Sol 
Melia share accepted in 
exchange for Mia shares. 

Sol Melia said the sum of 
the cash compensation pro- 
vided by the warrants and of 
the last Sal Melia trading 
price means that Mia share- 
holders who accept the offer 
will receive Pta6.719 per 
share, the price at which the 
Mia stock was issued. 


By Clay Harris 
and Norma Cohan 

The man who made a bundle 
by betting against sterling, 
whose musings on Russia 
may have precipitated a cri- 
sis already in the making 
and who has the unusual 
ability to give Malaysian 
president Mahathir 
Mohamed common ground 
with his opposition was in a 
reflective and self-effacing 
mood yesterday. 

“I think that I've lost it," 
said George Soros. “I'm like 
an over-age ballet dancer. I 
just haven’t got what it 
takes." 

Mr Soros, aged 68, has not 
been involved in day-to-day 
fund management since 
1989. preferring a role he 


describes as "chairman and 
coach". 

He said in an interview; “I 
used to be mucb more on top 
of things. I used to follow it 
on a daily basis, and it was 
done very much with emo- 
tions, rather than just con- 
templation - feeling the pain 
and the elation of winning 
and losing. It requires a total 
engagement." 

But. visiting London to 
promote his new book The 
Crisis of Global Capitalism, 
Mr Soros was anything but 
yesterday's man, finding the 
media anxious to hear his 
pronouncements on every- 
thing from the euro ("Once 
you have a common cur- 
rency , you also have to har- 
monise taxation") to corrup- 
tion. 


Asked whether western 
governments and multina- 
tional organisations had 
begun to understand that 
corruption is a force not just 
for economic instability but 
for political instability. Mr 
Soros was emphatic; “Not 
sufficiently, not sufficiently, 
not sufficiently.'’ 

“We were' forgetful about 
. the problem of corruption,' 1 
he said. Western govern- 
ments had for too long been 
prepared to tolerate it, view- 
ing it as the price to be paid 
for political stability. 

"There is always some- 
body who pays, and interna- 
tional business is generally 
the main source of corrup- 
tion,” 

His book, a mixture of 
philosophy and a gloomy 


prognosis on the world 
economy, stresses 
“fallibility" - the inherent 
imperfection of. knowledge - 
and Mr Soros readily- 
acknowledged second 
thoughts about his own 
actions related to Russia, 

Referring to his letter in 

August to the Financial 
Times, which suggested 
a devaluation and 
establishment of a currency 
board and was seen by some 
as a catalyst for Russia's 
default, he said: “I would 
certainly either not write the 
letter or write it differently. I 
would make myself a little 
clearer.’’ 

But overall, he said. "I 
have no regrets." 

His concerns about Russia 
had limited him to a single 


investment - Svyazinvest, 
the state-owned telephone 
holding company. This pri- 
vatisation. he argued, was 
the -'direct cause of the 
internecine battle between 
the oligarchs” which led to 
the financial crisis. 

The auction, the first gen- 
uine auction in which the 
state was not shortchanged, 
“endangered the oligarchs”, 
especially Boris Berezovsky, 
who Mr Soros described as 
an ''evil genius”. 

The Svyazinvest invest- 
ment was “basically a bet 
that Russia was ready to 
make the grade from robber 
capitalism to legitimate capi- 
talism. This was a bet I 
made and I lost.” 

Observer, Page 15 


Portuguese banks 
set for change as 
predators circle 

With growing cost pressure, the key to the 
sector’s future shape may lie with the 
country's richest man, writes Peter Wise 



Cara Gerai de Deposfios 
Banco Comercial Pwtagufes 
Banco Pinto & Sow Mayor - 
r~51 Banco Portugufs da inresttmerto . 

□ Banco Esplrito Santo 
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I n Portuguese banking, size 
matters. After a wave of 
takeovers that shook the 
industry in the mid-1990s, 
the market share of the top 
five banks rose to almost 80 
per cent, from 45 per cent. 
But Portugal’s financial sec- 
tor is still fragmented com- 
pared to most other Euro- 
pean Union countries and it 
is only a matter of time 
before there is another 
round of consolidation, ana- 
lysts say. 

“Portuguese banks are 
small on a European scale 
and further concentration of 
the sector is almost Inevita- 
ble.” says Emmanuel de 
Flguelredo. a senior equity 
analyst with Banco Portu- 
gues de Investlmento. "To 
enhance profitability, banks 
need to grow by acquisition 
or merger so that they can 
cut costs and achieve econo- 
mies of scale." 

One of the factors driving 
this process - like elsewhere 
- is the need to cut costs. 
But the launch of the single 
European currency in Janu- 
ary will also accelerate con- 
centration in Portuguese 
banking, partly because of 
the easier comparison of fees 
and commissions with those 
of European competitors, 
according to Mr de Figuei- 
redo. "The bigger your asset 
base, the more competitive 
rates you can offer,” he sal’s. 

The key to the process,, 
and thus the future shape of 


the country’s h anking sec- 
tor, may be in the hands of 
AntOnio Champalimaud, a 
veteran entrepreneur and, in 
his 80th year, Portugal's 
richest person. His financial 
group, which accounts for 
almost 20 per cent of total 
bank deposits, is seen as the 
most likely acquisition tar- 
get for two or three powerful 
competitors seeking to domi- 
nate Portuguese banking. 

Expectation of a possible 
takeover bid for Mr Cham- 
pali maud's group has seen 
shares in Mundial Con- 
flan fa. the insurance com- 
pany which controls his 
financial assets, double in 
value since October. His 
remark to a Lisbon newspa- 
per that “everything in life, 
except honour, can be 
bought and sold" has added 
to the speculation. 

He controlled a big indus- 
trial conglomerate before, 
almost all his assets were 
nationalised after Portugal's 
1974 left-wing revolution. 
After rebuilding his fortune 
in Brazil, he returned to 
establish the country's third 
largest financial group ■ 
through a series of bold 
acquisitions. 

In November 1994, Mon- 
dial Coofianpa bought con- 
trol of Banco Pinto & Sotto 
Mayor, a commercial bank. 
Five months later the group 
acquired a 50 per cent stake 
in Banco Totta & A pores, a 
big retail bank, and 


increased its holding to 95 
per cent earlier this year 
through a Esl57bn <$9i3m> 
public offer. BTA brought 
with it Crtdito Predial Por- 
tugues, a mortgage bank, 
and in 1996 the group 
acquired Banco Chemical 
Finance, a investment bank. 

The Champahmaud_groyP. 
is seen as a takeover target 
because its management and 
shareholder structures are 
not considered as strong or 
as sharply focused as those 
of Portugal's other big bank- 
ing groups. 

Mr Champalimaud is also 
understood to have seven 
heirs - a cash sale or equity 
swap of his assets for a 
minority stake in a larger 
group could help prevent 
possible family conflict over 
the inheritance. 

If the Mundial Conftanpa 
group is the most likely 


prey, the most likely preda- 
tors are seen as Banco Com- 
ercial Portugues, the biggest 
non-state group, and BPI. 
which is merging its net- 
works into the largest single 
brand name in Portuguese 
b ankin g after state-owned 
Caixa Gerai de Depdsitos. 

B CP has built uplapital 
reserves that would 
allow it to make a cash 
acquisition of up to EslTObn 
without falling below the 
minimum required capital 
adequacy ratios, says Grapa 
Grapa Moura, a banking ana- 
lyst with BPI. It could also 
seek support from its main 
shareholder. Banco Central 
Hispano of Spain. 

BPr also has three power- 
ful shareholding partners 
behind it - La Caixa, the- 
Spanish savings bank; Banco 
I taii of Brazil and the Ger- 


man insurance group 
Allianz. 

But prospective mergers or 
acquisitions are not limited 
to BCP or BPI bidding for 
the whole or parts of the 
Champalimaud group. BCP 
and BPI are themselves seen 
as fitting well together. Simi- 
larly. Mr Cham palim aud and 
the Banco Esplrito Santo 
group, one of the five biggest 
banks, have old family tradi- 
tions in common. - 

Spanish banks, particu- 
larly Banco Santander and 
Banco Bilbao e Vizcaya, may 
seek to acquire a large share 
of the Portuguese market by 
acquisition. Portuguese 
groups may begin to expand 
in Spain. “The possible per- 
mutations are numerous, 
but there is .little doubt some 
large-scale restructuring will 
'■occur -in the ntear future." 
said a Lisbon banker. 


Indonesian group pays debt with shares 


By Sander Thoenes In Jakarta 

Bakrie & Brothers, an 
Indonesian conglomerate, 
yesterday said that Ameri- 
can International Group 
(AIG) and Chase Manhattan 
Bank have accepted SI 52m 
worth of Iridium shares in 
payment of $2S0m of debt. 
Indicating that some interna- 
tional lenders are starting to 


accept large discounts on 
their loan repayments. 

The company had trans- 
ferred 4m shares in Iridium, 
the wireless telecommunica- 
tions company listed in New 
York, to AIG to pay off 
5250m owed to AIG and 
Chase. AIG, the larger of the 
two creditors, then paid 
Chase its share in cash. Bak- 
rie said. 


Iridium's shares stood at 
$38 last week. Implying that 
four million shares would be 
worth $l52m, while in most 
debt for equity swaps the 
assets are valued below mar- 
ket price. 

AIG could not immediately 
be reached and Chase 
declined to comment. But 
bankers familiar with the 
case suggested the swap 


only covered that part of the 
8250m which' had not been 
rescheduled. One said Chase 
and AIG had approved delay 
of payments on part of the 
S250m. backed by '{he 
remaining 3.5m in Iridium 
shares still held by Bakrie. 

Few- international loans to 
Indonesian companies have 
been restructured to date 
but some lenders - disap- 


pointed by the failure of new 
bankruptcy procedures in 
pushing debtors to the nego- 
tiating table - are offering 
concessions by accepting 
discounts or delays on loans. 

Some have sold their 
bonds bach to the issuer at 
discounts of 40 to 90 per 
cent. Bakrie's chairman has 
been recently calling for con- 
cessions of various kinds. 


EdP sees sharp fall in revenue as tariffs are cut 


By Peter Wise bi Lisbon 

Elect ricldade de Portugal, 
the national power utility 
and Portugal's largest listed 
company, yesterday forecast 
that revenues would fall by 
up to Es40bn (S232m> in 1999 
owing to tariff cuts 
announced by a new inde- 
pendent regulator. 

Analysts estimated the 
cuts could cause EdF's net 
profit to fall from n forecast 
Esl22bn next year to about 


Es95bn and said it would 
take at least two years for 
the group to regain this 
year’s expected profit of 
Esll6bn. 

Electricity tariffs are to be 
cut by an average of 6.4 per 
cent next year - 10 per cent 
fur industry and 4.7 per cent 
for domestic consumers - 
and a further 2 per cent in 
2001. by the decision of Erse, 

the Independent regulator. 

The reductions, welcomed 
by industry and consumer 


groups but condemned by 
some of EdF's biggest share- 
holders. are stirring contro- 
versy as Portugal adapts to 
independent regulation 
ahead of the liberalisation of 
the European electricity 
market in February. 

Shares in EdP have fallen 
more than 10 per cent over 
the past two weeks amid 
fears that tariffs would be 
reduced more than investors 

had originally expected. 

The shares closed yester- 


day at Es3,900, up 1.3 per 
cent on Friday's close of 
ES3.851. 

The Portuguese govern- 
ment has also ruled out 
another offering of - EdP 
shares before the next gen- 
eral election, due next Octo- 
ber. The government had 
earlier indicated that a fur- 
ther 15 per cent would be 
sold in the first half of 1999. 

The tariff cuts, bigger than 
analysts had expected, have 
led to complaints by some 


leading investors.. who argue 
that the prospectus for a 
global offering of EdP shares 
in June led them to expect 
cuts averaging only 5-5.5 per 
cent 

But Jorge Vasconcelos, 
who heads- the regulatory 
body, said yesterday the pro- 
spectus had clearly warned 
of the risk to investors from 
tariff changes. He said a 
commitment had been made 
at all levels to lower Portu- 
guese tariffs to the European 


Union average in 1999. 

The indication of a 5-5.5 
per cent cut had been based 
on February 1997 figures and 
had been provided purely as 
an illustration, he said. Erse 
had always made clear- that 
it could not forecast tariffs. 
This was partly because new 
tariff regulations had not 
been approved when EdP 
shares were -privatised and 
average EU tariffs varied 
according to price changes 
in other countries. 



NEWS DIGEST 


mobile telephony 

European demand pushes 
up Panafon share price 

The share price of Panafon. the Gr^k mobile foteptony 
operator, jumped 25.9 per cent 
trading on the Athens stock exchange. It closed at Dr6,425 
after hitting Drfi.600 earlier ^ thes^sion. 

Analysts said strong demand from UK and EuropMn 
institutions pushed up the price, 
investors cashed in thetr shares. The 
to date by a private Greek company, was subscnb«J20 
times and many institutional instore rec»*ved re^veiy 
small share allocations. About 3.3m Panafon shares 
changed hands yesterday, representing about 9 percent 
ofthe offering, brokers said. Trading in Panafon arcauraed 
for about 25 per cent of total bourse turnover, and helped 
push the index up 4.1 per cent 
Panafon. controlled by Vodafone of the UK. « the r,rst of 
Greece's three cellular operators to be [istedinAtnens. 

Stet Hellas, the second mobile operator, is listed in 
Amsterdam. Kerin Hope, Athens 

CARMAKING 

Renault is sole Dacia bidder 

French carmaker Renault has placed the sole bid to 
secure a majority stake in Romanian carmaker Dacia 
State Ownership Fund (FPS) manager Cnstian Nacu said 
Renault’s offer to acquire a 51 per cent stake m Dacia had 
been accepted. The FPS and Renault will now engage in 
negotiations on the sale, including price, investments, 
business plan and other contract terms. Nacu said. 

• The deal, when completed, would be one of a number of 
sell-offs promoted by the centrist government as evidence 
that it is at last moving ahead with large-scale privatisa- 
tion. Dacia's sell-off was launched in mid-October, with 
the starting price set at 4,000 lei a share for a package of 
around 349m shares. Reuters, Bucharest 


VEHICLES 

Volvo appoints US supplier 

Volvo, the Swedish automotive group, yesterday said Meri- 
tor of the US would become one of its global component 
suppliers after agreeing to buy Volvo’s rear axle plant in 
southern Sweden for $135m. “The agreement with Meritor 
gives us a secure supply of rear axles for our assembly 
plants across the world," said Karl-Eriing Trogen, head of 
Volvo Trucks. 

Separately, Volvo Trucks announced that it was issuing 
redundancy notices to 150 workers in Gothenburg as part 
of the group's restructuring plans. 

Volvo, which last week said that some 5,300 jobs would 
be lost in the overhaul, yesterday issued a further 547 
redundancy notices to white-collar staff, most of them 
from the group's car division. Tim Burt, Stockholm 


PRIVATE EQUITY 

UBS buys car rental franchise 

UBS Capital, the private equity ami of the Swiss bank, has 
completed Its purchase of the Budget Rent a Car franchise 
for the Benelux countries and Finland. UBS, which will 
hold about three-quarters of the company's equity, said 
the undisclosed purchase price agreed on July 31 was 
unchanged in spite of intervening market volatility. 

The other investors are management and Alcopa, a 
quoted Belgian owner of car dealerships. UBS underwrote 
the purchase before raising R 720m ($381 m) in a five-year 
working capital facility and FI 120m in acquisition finance. 
Edwin Richards, a UBS Capital partner, said the deal had 
been chosen by the sellers. AIR Holdings and others, in 
preference to the initial public offering suggested by sev- 
eral investment banks. Clay Harris 


OIL EXPLORATION 
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U5SI50.000.000 
Floating Rate Notes 2006 

The notes vrill bear Interest ar 
5-36844% per annum tar the 
Interest period from 

8 December 1998 to 9 March 
1999. Interest payable 
value 9 March 199a wlU 
amount lo U55 150.87 per 
USSio.OOOncre. 
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CIU bank JLA, London 

S December 1998 

cmBAMOt 


I 


NATIONAL 


Abbey National 
Treasury Services pic 

USS 1.000,000.000 
Guaranteed Floating Rate 
Notes 1999 

Notice Is hereby given that 
the notes wli! bear Interea 1 
at 5. 1 5594% per annum Iran 
8 December 1998 lo 
8 March 1999. Interest payable 
on 8 March 1999 will amount to 
USS1189 per UHIjUOO note. 
USS12&9Q per USS10.0Q0 note 
4ndUS|]^88j»pw 
USM 00,000 note. 


Global Agency and Trust 5errices, 
QtflunkNA. London 

8 Decanter 1998 
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Australian oil consolidation grows 


By Gwen Robinson n Sydney 

The Australian arms of oil 
groups BP Amoco and Cal- 
tex confirmed yesterday they 
were in talks on a joint ven- 
ture covering their refineries 
and associated -supply and 
shipping operations. 

The talks follow moves in 
August by Shell Australia 
and Mobil Corp. the Austra- 
lian units of Royal Dutch/ 
Shell and Mobil, to merge 
their four refineries into a 
joint venture. 

Signs of consolidation in 
Australia come amid a wave 
of mergers and restructuring 
in the international oil 
industry, led by Exxon's 
planned takeover of Mobil. 

As with the larger US and 


European merger proposals, 
the proposed Australian ven- 
tures raise a number of anti- 
trust questions and concerns 
about the impact on local 
competition- In Australia, 
the Sbell-Mobil proposal is 
before the Australian Com- 
petition and Consumer Com- 
mission. 

Allan Feis, the commis- 
sion's chairman, said yester- 
day the proposed BP-Caltex 
refining joint venture raised 
“very substantial competi- 
tion issues", particularly in 
the tight of the SheJi-Mobil 
proposal. The ACCC would 
have “further discussions” 
with Shell and Mobil about 
their proposal as well as sep- 
arate discussions with Cal- 
tex and BP, be said. 


All four companies say 
they face increasingly fierce 
competition and dwindling 
margins in the Australian 
market because of cheap 
imports from Asia. 

Caltex Australia, which is 
50 per cent owned by Caltex 
Petroleum Corp — ^ joint 
venture between Chevron 
Corp and Texaco Inc of the 
US - and BP Australia. BP 
Amoco's local unit, said 
their proposal was an effort 
to cope with “intense 
regional and domestic com- 
petition in refined petroleum 
products". 

Mr JPels. however, stressed 
that Australian refineries 
were an important source or 
petroleum products for Inde- 
pendent retailers, "ft should 


also be noted the level 
independent imports of j 
rol into Australia, parti 
larly on the eastern s 
hoard, is quite low,” he « 
The remarks suggested i 
ACCC would not be "ove 
sympathetic”, a Sydn 
based oil analyst said. 

He said the ACCC woi 
also consider the impll 
fions of Exxon’s propcs 
acquisition of Mobil for I 
local market. In Austral 
Exxon operates as Esso. I 
company involved in I 
recent gas disaster in I 
south-eastern state of Vic 
ria. Esso Australia opera 
the state's main oil and i 
processing complex in 
Joint venture with Brok 
Hill Proprietary, 


Bouygues in Angola talks 

Bouygues Offshore confirmed yesterday it and ETPM had 
started talks with Elf Exploration Angola about the final 
definition of the FPSO Girassol project and to fix the vari- 
able part of the price. 

The Girassol offshore project is one of the biggest off- 
shore engineering contracts. Bouygues Offshore in Juiy 
said it had won FFr2.9bn ($51 6m) of contracts to fit out 
the Girassol oil field development. GTM unit ETPM won an 
equal-sized chunk of the total FFr6.7bn project. 

Bouygues and ETPM. linked in the Mar Prafundo ven- 
ture, will build and design a Floating Production Storage 
and Offloading unit with storage capacity of two million 
barrels of crude and a pumping capacity of 200,000 bar- 
rels a day. 

Faced with low oil prices. Elf has been reviewing its 
investment projects in order to find cost cuts. 

Reuters, Paris 


VISCOSE FIBRE ^ 

Lenzing chief steps down 

Martin Lenz has resigned as chief executive of Lenzinq 
Europe’s biggest viscose fibre producer, which is facing a 
slump In demand for Lenzing LyoceH, Its new wonder fab- 
nCa 

Mr Lenz, brought in less than than a year ago to 
^rengthOT ttie management of the loss-making fibre pro- 
ducer, left because of differences of opinion over opera- 
Lenzin 9’ s prospects rest heavily 
on foe success of Lyoceff. a new fabric designed to give it 

fcSW" ??, e f v ^ r cheaper imports from the Far 
East William HaH, Zurich 
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CEMEWT INDIAN GROUP. PUNS RIGHTS 1SSUEAS DEBT LEVEL RISES 



By Krishna Guba in Bombqf 


The board of Associated 
Cement Companies, India’s 
biggest cement group, will 
vote today on proposals 
which would enable the Tata 
femfly, Ihe powerful indus- 
trial dynasty, to sharply 
increase its stake in the 
business. 

Analysts say the move 
could turn round ACC’s for- 
tunes after years of decline 


relative to its faster%rowfag 
competitors. . ■ 

The package of motions 
submitted to ther Bombay 
Stock E xchang e tw cfryte 
plana for a rights issue and A 
preferential issue of war- 
rants to the finxoding share- 
holders. This is widely 
understood to refer to the 
Tafas, who control about la 
per cent -of ACC throagh 
- listed Tata companies. 

If the board votes in 


favour, lit will end years of 
doubt over the relationship 
between ACC and Its biggest 

investors. This would posi- 
tion toe company to play a 
more ,actiro part- in ih&.cao- 
soHdfrtfrm of India’s cement 
industry.-:- - 

J Thia r i^c4rriion Is really' 
good news ha: the company* 
saUfi&ax fihuyan, analyst at 
DSP^iAnTDl. Lynch. How- 
ever/ he said the issue of 
additional dusts 'and war- 


Proposed restructuring puts 
NTT issue in better light 

Success of the Japanese group’s .latest offering rests on 
/t grasping the cost-cutting nettle, reportsPauI Abrahams 


I t would be. tempting to dis- 
miss the fourth tranche 
and first global offering of 
NTT, the Tokyo-based tele- 
communications group, as 
something of a bad joke. 
After ali, the record of creat- 
ing shareholder value at 
Japan's largest company is 
dismal, even by the coun- 
try’s very low standards. 

The second tranche. In 
October 1987, was priced at 
Y2L55m a share, and $37bn of 
stock was sold. Yesterday, 
the shares were trading at 
just Y905.000, an astonishing . 
64 per cent decline. 

In the past 10 years NTT 
has even managed to under- 
perform the Topix index of 
all first section shares on the 
Tokyo stock exchang e. - 

That is a damning perfor- 
mance, especially since, 
until this aut umn , the group 

owned nearly 100 per cent of. 
NTT DoCoMo, which in the 
past four years has come 
from nowhere to become the 
world's largest mobile tele- 
coms company, with a Sancy 
rating attached. It still owns 
67 per cent 

Given NTT's record of 
value destruction, it would 
be easy to make a compel- 
ling case for not owning 
NTT, especially since inves- 
tors can buy shares in its. 
fast-growing subsidiaries - 
NTSJS&poMb ant* pnffijastjb; 


NTTs care business - wir- 
eline traffic - is shrinking. 
The number of fixed tele- 
phone lines Ml this year by 
1-lm, and is expected to Ml 
another 1.5m to s&am jiext 
year, only partly offset by 
installation of ISDN fine* 

Traffic cm traditional ftr**** 1 
and charges generated by 
them are also falling. The 
result ia that parent com- 
pany sales - .excluding 
DoCoMo and NTT Data - Ml 
last year by OS per cent, and 
are expected to drop L9 per 
cent this year.'," •: 

Evan so, the government 
is persevering in its attempts 
to sell another 6 per cent of 
the company, raising about 
S7.5biL The reason the issue 
might succeed is the promise 
of parent company restruct- 

The most convindng argu- 
ment is that NTT’s financial 
record is so bad, it can only 
get better. The equivalent 
carriers in' the US, France, 
the UK 'and Germany all 
achieved better results last 
year in terms of return on 
equity, return on assets, 
operating margins, net mar- 
gins, and pre-tax return on 
capital employed. 

Incidentally, NTT also 
invested more than any of ! 
the others an capital equip- 
ment as a proportion of 
salaa^Thg. charitable 


explanation, tor tw* stagger- 
ingly bad performance is 
that under the regulatory 
regime, n fia n«|p»iYi*nt h fl fr jp 

incentive to improve profit- 
ability or economic return. 

Jun-Ichiro .Miyazu, presi- 
dent, explains: “Any cost- 
entttug would have been 
simply clawed back by the 
regulator.” Japan’s notori- 
ously high corporate tax 
rates - which encourage 
Investment rather than prof- 
its- have also bam a factor. 

But a new regulatory 
regime, based on the UK-de- 
vised formula of retail price 
Index minus a percentage, is 
expected to be Introduced 
soon. There are also pros- 
pects for a cut in the corpo- 
rate tax rate. The combina- 
tion would provide an 
environment in which man- 
agement could start focusing 
on improving r et u rns. 

The real conundrum for 
investors assessing this 
share issue is whether NTT’s 
management will seine toe 
cost-cutting o pp ort un ity, or 
remain trapped in its 
bureaucratic state-owned 
heritage. 

There are signs of share- 
holder friendliness emerg- 
ing. The group is using some 
of toe proceeds from the 
DoCdMO flotation to issue a 
special Y5.000 dividend next 
March. It also plans a 


rants would depress, share 
prices. . . 

In recent years, ACC has 
been hatitBcajrped by its Mi- 
ma to - raise flash equity for 
Investment - blamed on 
retuctance by the Tatas. . 

As a result, it has missed 
the wave- of -expansion and 
acquisitions; which has 
begun to transform India's 
cement 1 industry, creating 
rivals of camparaMfi size for 
the first time in ACC’s Ms- 


ftowtfnyltaetv 


tory. The company has been 
obliged to rely cm debt to 
fund modernisation plana. 
This has led to a rise In the 
debt-equity ratio, to L5.1. a 
heavy burden for a 
depressed commodity busl- 


Neither the Tatas nor ACC 
would comment on details of 
toe equity issue. However, it 
is expected that Satan -Tata. 
t-Ha rr gia fl of toe Tata family, 
holding companies, will raise 


toe Tata stake to a level 
which will confer effective 
control 

Analysts say ACC may be 
brought into the fold of the 
Tata group, which includes 
India’s biggest truck com- 
pany and its biggest private 
sector steel producer. 

One of ACCs first actions 
following a rights issue 
could be to buy the cement 
Interests of Tata Iron and 
Steel, they say. 
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Yl20bn share buy-back. But 
compared with the compa- 
ny’s size these are gestures. 
Although Mr Miyazu says he 
is looking at frying Bwmrial 
targets based on return on 
capital employed, none have 
been set 

NTT is creating a new 
organisational structure 
each division will have its 
own performance targets - 
and until this is completed, 
probably by December 1999, 
there would be no point set- 
ting spurious goals, he says. 

Q uestions must be raised 
abont the commitment 
of Mr Ifiyazu to share- 
holder value. 

When asked in an inter- 
view with the. Financial 
Times to do a “swot analy- 
sis” of the company’s 
strengths, weaknesses, 
opportunities and threats, 
Mr Miyazu spent 10 minutes 
discussing the social respon- 
sibility of NTT to provide 
telephone services to toe 
Japanese public. 

Advisers say his tour of 
potential European investors 
last week represented .a 
steep learning curve. 
Evidence of a change In ' 


priorities is difficult to find. 
NTT is almost stumbling 
into cost-cutting by accident. 
Capital spending will fail, 
says Mr Miyazu. The process 
of digitising NTT’s 
exchanges - which cost 
Y400bn-Y500bn a year - has 
come to an end. he explains. 
The company plans to invest 
about Y200bn a year on its 
optical network, but this will 
have the bonus of generating 
imme diate revenues. 

NTT is also cutting -staff 
by "traditional" methods, 
says Mr Miyazu. This 
involves natural attrition 
and curbing recruitment. 

The average age of staff is 
43, meaning that 7,000 of the 
parent company's 189,700 
staff leave every year, with- 
out any need for manage- 
ment action. About 3,400 
staff are hired annuall y. 
Labour costs are expected to 
fall 9.6 per cent next year. 

However, two forces, one 
Internal and one external, 
suggest NTT's culture could 
change, accelerating 
restructuring. 

Inside NTT is a young gen- 
eration, of energetic manag- 
ers aitrimw to push through 
change. Externally, the gov- 


ernment may be anxious to 
iiwist on moves - including 
cost-cutting - that would 
buoy the share price. 

After the issue, the state 
will own 59 per cent of the 
company. At this rate, there 
will probably be another five 
tranches before it readies its 
legal minimum stake of 33 
per pant fiftnffnrmrl undeT- 

performance would badly 
dent the price the govern- 
ment could achieve. 

Everything depends on Mr 
Miyazu and his management 
team. At the moment, the 
stock. Including pension lia- 
bilities, is valued an a simi- 
lar rating to other interna- 
tional telecoms groups - 
about seven times consoli- 
dated enterprise value 
divided by earnings before 
interest, taxes, depreciation 
nnri amor tisation. The differ- 
ence is that the international 
groups axe well into their 
restructuring programmes. 

If NTT really has dialled a 
new tone and Mr Miyazu is 
committed to restructuring 
and return on capital, then 
the Issue looks less of a joke. 
The problem is that making 
that - assumption requires a 
large leap of faith. 


• Mila •!•••■« tun 


NEWS DIGEST 


CAR PARTS 


Nissan to sell shares 
in supplier to Hitachi 

Nissan, the Japanese carmaker, is selling most of Its 
shares In Unisia JECS, one of its main parts suppliers, to 
Hitachi, the electronics group. The deal signed yesterday 
is aimed at developing powertrains, brakes, steering and 
Integrated vehicle control systems. However, analysts said 
it would also aRow the troubled car and truck group to 
dean up its balance sheets and give a much-needed 
boost to Hitachi and Unisia JECS, which both suffered 
sharp declines in earnings this half as a result of the Japa- 
nese recession. 

Nissan, the largest shareholder in Unisia JECS with 29.5 
per cent of total equity, said It would soil a considerable 
portion of Its shares to Hitachi next spring, following an 
evaluation of the project’s feasibility. The move would 
make Hitachi the second largest shareholder in Unisia 
JECS. Bosch, the German car parts maker, Is the second- 
biggest shareholder, with 10.1 per cent of total shares 


Under the terms of the agreement, the companies win 
study powertrain systems tor hybrid vehicles - the low- 
emissiQn cars powered by an electric battery end a gaso- 
line engine - as wed as electric vehicles. They also aim to 
develop an integrated vehicle control system that Includes 
powertrain, braking, and steering functions. 

The deal comes at a critical time for the companies, 
which are part of the troubled Fuyo group, one of Japan's 
keffBtsv, or industrial dusters. Nissan suffered a 36 per 
cent drop in pre-tax profits in the six months ended In 
September, to Y28Bbn (5237m), and expects to record its 
sixth year of losses out of the past seven in the full year 
ending in March. Unisia JECS, which depends on Nissan 
tor 72 per cant of revenues, recorded Y909m in pre-tax 
losses at the half. This compares with earnings of Y1.9bn 
the same period last year. Alexandra Harney, Tokyo 


TYRES 

Bridgestone slows investment 

Bridgestone, the world’s largest tyre manufacturer, Is scal- 
ing back capita] Investment plans In hs tyre division in 
anticipation of a slowdown In the US and European econ- 
omies next year. The company, which has embarked on 
an aggressive overseas expansion in recent years, said It 
planned to shrink tyre-related investment from ctment lev- 
els. This year, Bridgestone spent Y32bn ($270m) on tyre 
manufacturing plants and equfament 

The US market was very strong last year, but recently 
share prices have become extremely volatile In the US and 
Japan. The future movements in share prices as well as 
the exchange rate, especially after the formation of the 
Euro, are very uncertain,” it said. The company depends 
heavily on overseas markets: exports account for about 42 
per cent of sales. Tyres represent more than three-quar- 
ters of total henover. 

The announcement signals an abrupt revision of the 
company’s forecasts. As recently as September, Bridge- 
stone was expecting rapid growth in overseas markets - 
particularly the US and Europe - to be one of the key rev- 
enue drivers this year. The tyremaker reported Y46.7bn In 
net consolidated earnings in the first six months of the 
year, and expected a doubling of net profits from Y39_2bn 
to YIQObn In the toll year. 

Shares in the group gained Y15 to close at Y2.B70 yes- 
terday. Alexandra Harney 
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WILL YOUR FUTURE EUROBANK CALL THIS A VIKING SHIELD? 

Anyone in the Nordic region could tell you straight away that the picture is 
not of a viking shield but of a traditional Nordic bread. Which illustrates 
that ifs important not to lose sight of the advantages of regional knowledge 
when choosing your eurobank. 

At the beginning of next year, when EMU comes into effect, S E B's pre- 
paration for the euro will be of significant help to you as well as many Nordic 
companies. 

Over the past decade, S EB's Debt Capital Market activities have Jed to 
SEB being ranked as a leading arranger of Nordic corporate credit -a position 
we intend to maintain after the introduction of the euro. * 

Internationally, the majority of our customers' financial solutions are already 
denominated in Deutschmarks, US dollars and Japanese Yen. 

We will go so far as to say that the transition to the new currency will open 
unique opportunities for you. Wherever you may want to do business, we're 
ready to help you through our international relationships with over 2,500 
banks and institutions. 

Many things may change with the admit of the euro but S E B's exceptional 
quality of service to its clients will remain the same as ever. We're ready and 
willing to be your Nordic eurobank. 






' SKANDINAVISKA ENSKILDA BANKEN 

band by Skwtambka Entikta Bataan (pnbl) Midi '* rwAM W tae 8F» fer thn madid of mtsm** buttua tn Ha UX. 


Smmc Leman, August 1998 
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Samsung and SK top of the class but others could do better 


John Burton looks at restructuring already achieved by Korea's 
conglomerates as they present shake-up plans to the government 

R estructuring .plans sub- to two times equity by the 
mltted yesterday by end of 1999. 

South Korea's top five Samsung plans to merge 


mltted yesterday by 
l South Korea's top five 
conglomerates, or chaeboL to 
Kim Dae-jung, the nation’s 
leader, are meant to break 
corporate resistance to state 
efforts to change the debt* 
heavy business groups, 
which have been blamed for 
Korea's economic crisis. 

But government analysts 
say some of the big five chae- 
bol have been better than 
others in implementing 
reforms. Samsung and the 
SK group are given the best 
marks for restructuring, fol- 
lowed by the LG group. 
Hyundai and Daewoo are 
considered the most stub- 
born in resisting change. A 
review of the progress 
among the top five illus- 
trates the range. 

• Samsung. The decision to 
abandon a $3bu car venture 
by swapping it for Daewoo 
Electronics removes tbe last 
obstacle to tbe restructuring 
of Korea's second largest 
chaebol, whose main inter- 
ests are in electronics and 
financial services. 

The government is confi- 
dent that Samsung, regarded 
as Korea's best-managed 
group, will meet a state-im- 
posed target of reducing debt 


two other troubled units - 
petrochemicals and aero- 
space - with rival chaebol in 
Independent consortia. It has 
cut debt at ailing Samsung 
Heavy Industries by selling 
its construction equipment 
division to Volvo for $720m 
and the fork-lift division to 
Clark for t30m- 

Samsung’s strength lies In 
electronics, as the world's 
largest producer of memory 
chips and Korea's leading 
maker of telecoms equip* 
merit. After absorbing Dae- 
woo Electronics It will prob- 
ably selt the sluggish 
consumer electronics arm. 

Analysts say Samsung 
needs to focus on remaining 
competitive in the capital-in- 
tensive semiconductor busi- 
ness. since the production of 
next-generation one-gigabit 
memory chips will require 
plants costing up to $5bn. 

• SK Group. Government 
officials have applauded 
reforms at Korea's fifth - 
ranked chaebol including its 
recent decision to appoint a 
professional manager as 
chairman in a break from 
the chaebol tradition of hav- 
ing family owners in charge. 


Its flagship company, SK 
Telecom, has become semi- 
autonomous with the 
appointment of outsiders to 
the board. 

SK Corporation is Korea's 
biggest oil refiner, although 
it must strengthen its finan- 
cial position by reducing 
debt guarantees to other SK 
units. The group’s one black 
spot is SK Securities, which 
reported a loss of more than 
$S00m last year due to deriv- 
atives trading. 

• LG Group. Korea's 

fourth-largest chaebol is the 

nation's biggest chemicals 
company. Its position as a 
lea ding consumer electronics 
manufacturer will be 
strengthened by the elimina- 
tion or Daewoo Electronics 
as a competitor. 

More problematic is its 
loss-making chip business. 
LG Semicon. which is negoti- 
ating a merger with tbe chip 
operations of Hyundai Elec- 
tronics. Analysts expect LG 
to absorb Hyundai to 
become the world’s second 
largest memory-chip maker. 
It has eased financial prob- 
lems at LG Telecom, a 
mobile telecoms operator, by 
selling a minority stake to 
British Telecom for 5400m. 

• Hyundai. Korea’s biggest 



Full steam ahead: carmaker Hyundai has been expanding despite debt of needy six times equity 


chaebol has been criticised 
for Its expansion in spite of 
debts of nearly six. times 
equity. It acquired insolvent 
Kla Motors for $6.5bn, 
including debts, to secure its 
position as Korea's biggest 
carmaker. It also promised 
to invest $2bn in. North 
Korea for tourist projects. 

Hyundai, which also owns 
Korea's biggest shipbuilding, 
shipping and construction 
companies, says it can afford 
the expansion as it raised 
$5bn in overseas funds this 
year and expects another 
$4.5bn next year. It sold a US 
chip unit. Symbols, for 
$765m and half of Hyundai 
Oil Refining to IPIC. the 
state oil refiner of the United 


Arab Emirates, for $500m. It 
also agreed to merge its 
troubled petrochemicals, 
power generation and rail- 
road rolling-stock operations 
with rival chaeboL 
Analysts believe Hyundai 
should dispose of its semi- 
conductor business, the most 
indebted of the Korea’s big 
three chipmakers, to concen- 
trate on engineering. 

• Daewoo. The swap of its 
consumer electronics busi- 
ness for Samsung Motors 
removes the weakest of Dae- 
woo's main businesses, 
which include cars, ships 
and financial services, and 
leaves it as one of Korea’s 
two carmakers. But market 
speculation about the finan- 


cial health of Korea's third- 
ranked chaebol has been 
rampant as it was the coun- 
try’s biggest corporate bor- 
rower this year. 

Daewoo says the money 
was needed to finance a 
surge in exports since trou- 
bled banks cut trade credit. 
But tbe government says 
Daewoo needs to find foreign 
investment, particularly in 
its car business, to ease 
financial pressure. 

Daewoo hoped to gain 
$2bn from selling a minority 
stake in Daewoo Motors to 
General Motors, but talks 
collapsed because of recent 
management changes at GM 
and a reassessment of its 
global strategy. 


AIRLINES RECOVERY PLAN DRAWN JJP 

PAl receivers 

urge $240m 
equity boost 


By Tony Tassefl in Manila 
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Receivers of Philippine 
Airlines, the troubled 
national carrier, have out- 
lined a recovery plan which 
involves an equity injection 
of up to S240m and debt mor- 
atoriums by creditors. 

The plan, submitted to the 
Philippine Securities and 
Exchange Commission yes- 
terday. calls for the infusion 
of S150m of equity into the 
debt-burdened airline from a 
group of local investors led 
by Lucio Tan. the Filipino- 
Chinese entrepreneur and 
the existing controlling 
shareholder. 

It is the latest in a series 
of attempts to rescue the 
loss-making airline, and 
envisages a further injection 
of S60m by a yet- to-be-found 
strategic partner within six 
months. 

The plan would also 
involve cutting PAL’s fleet 
from 3S to 22. abandoning 
unprofitable routes and dis- 
posing of non-core activities. 

Creditors, who are owed 
more than $2bn by the air- 
line, would also have to 
accept an extension of the 
terms of credit facilities of 
three to five years and a 
‘'grace” period on interest 
payments ranging from one 
to five years. 

Shareholders will receive 
similar treatment, with the 
par value of existing com- 
mon shares to be reduced 


The new funds to be injected 
would account for more than 
90 per cent of the new equity 
of the company, with 
employees holding a further 
5 per cent. 

Under the plan, the receiv- 
ers project a cash Dow Tor 
PAL before financing costs 
of SGOm in 1WS-5*. rising to 
S35Sm in 2002-0* No indica- 
tions wen? given on any 
planned cuts in PAI/s B.t>00- 
strong workforce- 

"This is a very sound busi- 
ness and financial plan that 
provides a strong platform 
For the airline to recover and 
become profitable once 
more.” said Antonio 
Ocampo, chairman of tho 
interim rehabilitation 
receiver committee. 

He said the search Tor a 
strategic partner - most 
likely a foreign airline - to 
provide operational syner- 
gies. management expertise 
and investment would 
remain a priority. 

Joseph Estrada. Philip- 
pines president, said he 
expected to JroJd further 
talks with Cathay Pacific 
this week to discuss an 
investment. The Hong Kong 
airline last week pulled out 
or talks on an alliance with 
PAL. Mr Estrada, rulud out. 
however, any government 
takeover of PAL. 

The Philippine SEC is 
expected to make a ruling on 
the rehabilitation plan after 
a 15 to sn-dny discussion 
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Fuji Bank eyes 
full merger 


By Clay Harris 
and Vincent Boland 


Fuji Bank’s developing 
alliance with Dai-Ichi Kan- 
gyo Bank could eventually 
lead to a full merger 
between the two Japanese 
city banks, according to a 
senior Fuji executive. 

Terunobu Maeda. manag- 
ing director, said there was 
the “possibility of a potential 
merger". DKB had previ- 
ously said a merger was so 
complicated it was not being 
considered. 

The two banks have 
agreed to form an asset man- 
agement alliance and jointly 
to buy the pensions and cus- 
tody businesses of Yasuda 
Trust, a traditional partner 
of Fuji. The alliance is due to 
begin operations on October 
1 1999. 

“We tend to take the big 
picture," Mr Maeda said in 
London, where he was brief- 
ing authorities and other 
banks on Fuji's financial 
outlook. Fuji is raising 
VSOObn (S1.6fibn) to bolster 
its capital base, a process the 
bank expects to complete 
well before the end of Us 
financial year on March 31 
1999. 

The capital injection 
would enable Fuji to main- 
tain its capital ratios, while 
increasing its provisions for 
problem loans and creating a 
reserve of Y300bn-Y400bn to 
allow it to reduce unrealised 
losses on its securities port- 
folio. 

Mr Maeda’s visit, following 
similar trips to New York, 
Hong Kong and Singapore 
and briefings in Tokyo, is 


aimed at building investor 
confidence and combating 
■misunderstandings". 

Sentiment about Fuji has 
suffered since the failure of 
Yamaichi Securities. Mr 
Maeda said the main reason 
Fuji did not support Yam- 
aichi was "wo did not evalu- 
ate highly fits! management 
at that time". He added: 
“They had been hiding a 
large amount of problem 
assets without even telling 
us." 

Fuji has tried to calm 
unease in the markets by 
making more disclosures 
than other banks by. for 
example, releasing results of 
its internal assessments of 
problem loans. It also com- 
missioned a review by Ernst 
& Young, the accountants, 
that found no evidence Fuji 
had hiridpn bad loans by 
transferring them to affili- 
ates. a practice known as 
lobashi. 

The bank is reducing its 
presence outside Japan. In 
Europe, it has closed three of 
six branches - in Brussels. 
Milan and Madrid - and the 
review is still under way. 
according to Shigeo Sugi- 
moto. general manager for 
the region 

Fuji aims to reduce its 
assets in Europe almost by 
half, in part through securi- 
tisation, and concentrate its 
operations in project 
finance, management buy- 
outs and syndication. World- 
wide. it has securitised 
Y1.730bn of assets, progress- 
ing more than half way to a 
target of Y3.000bn, which 
would amount to about 10 
per cent of assets. 


* ail£ 

December 2002 

For the Inter®* Period 7 t h 
i^cemier. J 999 ro 7 * 

1999 the Notes will cany a 
Rate ot‘ Inters a/ 5 % pet 
annum with Coupon Amount* 
of U.S. $ 126.39 per U.S. 
f?f 00 t a ^}U.S.SL5:7.75p w 
U.JL 3 100 . LUO. The relevant 
Interest Payment Date wiU he 
7 dtjune, 1999 . 

Bankers Trust 

Company. London Agent Bank 


Investments N 

US$ 275 , 0 Q 0 JkKI Uutira 
Floating Rate Notes ; 

The iniiTv-i mil- applicable 
ahne Nm«s in ic.jxal u| ihr 
P-tkki K'limiciivin" Sih Do 

I'NK l». tan ijuil a 5 >o.l | 
annum The micrc.i .ininun 
I'SMi.Vns pn l SS 111,1**1 n 
amutini .V if* ,\ ( ^ uinh . 
rah June I'M*! 

Rank 1 -rami OJK ipk 

l<«ujiu;uitd Posing -VjjcdI 



Classified 

information. 


For more intormatiefl or, dasaiSctJ 
xlvrrt^ry. in the FT caj- 
Td: +44 171 573 4874 
Fax: 44 171 873 30^4 


Barcelona 

Wednesday February 24 

Ftir further information 
pUuc contict; 

Lindsay Sheppard 
Tel; +44 j 7i 873 3 ^ 25 
Fax: +44 171 873 3204 
emsi!; lindsay.sfiepparid4-FT.com 

Mari# Gonaaler in Madrid I 
Td; +34 91 337 0081 
Fax: +34 91 337 00G2 
email: maria, gonzaleseFT.eom 


Fj>JANCIAL_TL\lES 

No FT, nc» comment. 








J 


I 










Aa.v! 


sc 

boost i 


! '!«r ... 


tank ey«)> 


ier»er 


FINANCIAL TIMES TUESDAV I?ECEMBEffc| 1998 ★ 

COMPANIESV& FINANCE: THE AMERICAS 


US corporate axe casts shadow over Europe 

The trend towards international consolidation tes ted to a . fresh bout of job losses, reports Richard Waters 


T he coincidence could not 
be starker. Though the 
great American job- 
creating machine is still 
working at frill power, cut- 
ting the unemployment rale 
to just 4.4 per cent in 
November, downsizing also 
continues at ftdl tflt 
A flurry of axmouncements 
by big US .companies in 
recent days bias taken large- 
scale job-cutting dose to a 
record, topping the events at 
the early 1990 s that first put 
downsizing on the political 
agenda. There is a big differ- 
ence this thpe. though- cor- 
porate America’s axe now 
looks set to ftdl as much on 
European as on American 
jobs. - 

The latest batch of corpo- 


go) both came in Industries 
that are becoming accus- 
tomed to consolidation 


the other side of the Atlan- 
tic; JXJreftised to say which 
of its ■ 15a plants would be 


through merger. - - amohg the 36 to' dose, but 

As long as ccttfaticns fa. JndJ^^tfid. that'iiearly half of 
the financial markets renjEdn £ae jofe-ifats would be out-, 
conducive, both , stogy and side -the US. Lear was^mare 
banking are expected toiee lights win go- 

more of the same. • ' ' out|qi^ctories fa Europe: 

The second force repre- : the numbs of 

sente companies’ efforts to Jfcfr cafe made ..by big comp*- 
maintain earninga mbmehr nies fts a result-of strategk; 


turn in a world of slower 
growth, without resorting to 
mergers. Last week, tor 

example, Johnson & Johnson 
said It would close' nearly 
one-quarter of itemazutiac- 


ctdcisfena taken now could : 
eventually far exceed the 
current headline figores- 
'. In Exxon’s case, the 
amxrancdd Job losses repre- 
sent only those that will be 



rate, announcements reflects per cent 


turing ffarilftfes, after a year tost to the immediate after- 
in which the cousuiner math, 'of the merger: many 
bBBWfrn ire and flings gTOPp’S ' ft K”” 891 ** * ninra am Hltriy 
revenues have slowed to a be ait lata- as the merged 
crawl., growing toss than 2 c om pany sheds unprofitable 


parts-maMng operations, 
prompting it to rely more on 
tower-cost (and generally 


has been sh rinking the 
face of competition from low- 
cost Asian producers. . 

General Motors, . . jfor 
instance, still employs 
600,000, but the' planned dis- 
posal nest year of its luge 
parts-making unit, Delphi, 
will mark a -wholesale shift 
to employment. 

No large-scale' job outs 
have been announced as part 
of the move, but Delphi win 
need to cut costs quickly to 
become, competitive. 

* AH this adds up ' to- the 
most active period tor Job- 
cutting since downsizing 
first broke onto the national 
consciousness to the wake of 
the early-l990s recession. 

The number of announced 


two of the big forces that 
have characterised the years 
of downsizing. 

The first is merger and 
acquisition, act ivi ty. Last 
week’s announcements 
Exxon was to buy Mobil 
(with job losses projected at: 
9,000) and that Deutsche 
Bank planned to acquire 
Bankers Trust (5,500 Jobs to 


refineries, oD 'wells ser- 
vice stations. 


Yesterday’s announcement vice stations, 
from Lear bore a dose stop- ' 

larity. The maker of seats “T"be production problems . 
and other vehicle parts add I that forced Boeing to 
it was closing 18 plants :: I step-up its cost-cutting 
around the world, doing plans laid week could also 
away with 2,800 positions to eventually mean tor-reacb- 


nxm-nnionised) suppliers, job cuts, at nearly 575JXJ0, is 
Bays Tom GaEagber. an aero- only 40,000 short of the 


the process. 

In both cases, Europe wJB 


feel the weight of decisions craft maker could lead Boe- 
made in executive suites on tog to idled many of its 


• stations. space: analyst at CIBC 

Op penheimer . 

he production problems These suppliers will even- 
that forced Boeing to tuafiy become “the marginal 
stop up ha cost-cutting - employers” tn the aerospace 
is last week could also industry, he adds. 
atuaHy mean tor-reach- A similar shift is likely to 
changes to its workforce, change the nature of employ- 
ee pressures on the air- meat for thousands more 
t maker could lead Boe- employed in manufacturing 
to shed many of its - a part of the economy that 


fag changes to its workforce. 
The pressures on the air- 


record reached in .1993, 
according to Challenger 
Gray & Christmas, a Chicago 
outplacement Hun. 

Although many of the 
workers affected may find it 
easier than ever before to 
find replacement jobs, that is 
unlikely to stop a new sense 
of insecurity settling on the 
American workforce. 


Sun opens up access to 
Java to boost innovation 


US utilities in 
merger deal 


By Roger Taylor 
in San Francisco 

Sun Microsystems, the US 
computer company, has 
decided to give its Java soft- 
ware free to program devel- 
opers and allow other com- 
panies to manage areas of 
new Java product develop- 
ment, in the hope of encour- 
aging more rapid innovation. 

The opening up of access 
to Java, a language which - 
allows programs to run on 
any computer, is the latest 
vote of confidence to .the 
“open source” model of soft- 
ware development 

Open source, by which 
computer enthusiasts from 
academia and industry work 
on free software published 
on the Internet, has had a 
number of impressive suc- 
cesses such as Linux the 

i . . < \u' • if:/.' ~r.ni. ; 


operating system and Send- 
mwii, the e-mail program. 

Many In -the computer 
industry have become con- 
vinced that this system is 
capable of generating quality 
software for faster than any 
single company. 

In January, Netscape pub- 
lished, free, the source code 
of its internet browser soft- 
ware, while internal memo- 
randa leaked from Microsoft 
have indicated high level 
concern that the open source 
model presents a significant 
compe ti t ive threat 
Alan Barate, president of 
Java software, descriped 
'Sun’s hew system, which' 
wifi be based on licences, as. 
“community source” rather 
“open Source” but said 
the aim was the same - to 
develop new applications 
muchr rjxore 1 quickly. ^Wei 

. .i'. IwM . .I.— , 


recognise now that work 
needs to be done to adapt 
and tune Java to make it 
appropriate for particular 
industries and different 
detices,* he said. 

The company wUl today 
announce the new 
terms for Java - and the 

- lannhh of an upgraded ver- 
sion of the language. 

Developers will be able to 
license the code free. They 
will have few restrictions to 
the changes they can make 
and wifi be free to exchange 
ideas with other developers 
rather than return all new 
ideas to Sun.' 

In another change, Sun 
will no longer try to control 
the setting of all new prod- 
uct standards. Instead it 
plans to allow partners to 
take responsibility for partio 

- ular areas. 


By Victoria Griffith in Boston 

l Boston Edison and Com- 
monwealth Energy System, 
two Massachusetts-based 
utilities, are to merge in a 
5950m deal that creates the. 
largest energy delivery com- 
pany in the New England 
area, with a stock market 
value of about $2.6bn_ 

. The deal follows legisla- 
tion in many states intended 
to create more compe ti tion 
fa the sector. 

Until recently, utility com- 
panies around the US oper- 
ated in local areas on a near- 
monopolistic basis, bnt 
many states - including 
Massachusetts - have forced 
electricity providers to 
divest many of their power- 
generating businesses and 
focus on distributing elec- 
tricity to customers. 


The new company wifi 
serve about 13m customers 
and “allows us to' broaden 
our customer base and to 
capture the savings opportu- 
nities that the com- 
bined operations can. pro- 
duce"; said Thomas May, 
Boston Edison chief execu- 
tive; . . 

Mr May wifi be Chairman 
and chief executive of 
the new company,' with- 
Russell Wright, Common- 
wealth president and chief 
executive, as president , 
and chief operating 
officer. 

BEC shareholders wm own j 
68 per cent of the new com- ' 
pany, leaving Common- 
wealth shareholders with I 
the remainder. Shareholders 
have the option of taking . 
stock fa the new company or 
cash. i 


MSDW 

combines 

asset 

businesses 

ByTracy Corrigan fa Haw York 

Morgan Stanley Dean Witter, 
the USbased securities firm, 
yesterday combined its insti- 
tutional and retail asset- 
management businesses 
U nde r one mmmgpnwit, anri 
signalled that it planned to 
expand and develop its 
global asset management. 

Mitchell Merin, previously 
president and chief execu- 
tive officer of Morgan Stan- 
ley Dean Witter Advisors, 
the mutual-fund manage- 
ment arm, was appointed 
president and chief operat- 
ing officer of BBset manage- 
ment. He Is responsible for 
both the institutional and 
Individual asset-manage- 
ment businesses. 

Philip Purcell, chairmen 
and chief executive, and 
John Mack, president and 
chief operating officer, called 
the co m bi nation a “realign- 
ment of these businesses". 

“With our comprehensive 
product menu and our global 
presence, we are well posi- 
tioned to become the market 
leader in asset manage- 
ment,” they . 

The firm had $S56tm of 
assets under management at 
the $nd of the third quarter, 
of which about $20Qbn Is 
retail funds and gL56bn insti- 
tutional money. Closer inte- 
gration of the asset manage- 
ment side was foreseen at 
the time of the merger in 
February 1997 of Morgan 
Stanley, which had a mainly 
institutional asset-manage- 
ment business, and Dean 
Witter, with its strong retail 
fund-management operation. 

However, the slow imple- 
mentation of the plan is seen 
as typifying the "softly- 
softly" approach to integra- 
tion by Morgan. Stanley 
Dean Witter. 

The move fellows the news 
last week that James Allwin, 
president of the group's 
institutional asset manage- i 
meat, planned to retire. He 
was replaced by Richard 
Worley, chairman of Miller, 
Anderson & Sherrerd, an 
Institutional money manager 
bought by Morgan Stanley in 
1996. 


NEWS DIGEST 




NEWSPAPER S _ ; 

Torstar lifts Sun Media 
offer to C$900m 

Torstar, publisher of Canada’s largest daily newspaper, 
has increased its offer for Sun Media, the country's sec- 
ond largest newspaper chain, to C$900m (USS589m) in an 
attempt to overcome resistance to its hostile takeover bicL 
Torstar yesterday raised Its cash-and-ahare offer by 16 per 
cent, reflecting its determination to acquire all of Sim 
Media’s 15 daily newspapers and 115 community and 
specialty publications. 

The new offer was pitched at C$14.75 in cash and 0.25 
of a Torstar non-voting B share, equivalent to C$19.34 a 
share. It Is contingent on receiving two-thirds of Sun 
Media's shares and doses cm December 23. Sun Media 
rejected Torstar’s initial c$750m bid as opportunistic and 
riot reflective of the true value of the company. 

The acquisition would give Torstar 26 per cant of the 
national (toDy newspaper market, compared with the 42 
per cent controlled by Conrad Black's HoISnger-Soirtham 
group. Torstar moved to acquire Sun Media shortly after 
Hoffinger acquired the Financial Post from Sun Media and 
incorporated It Into the new National Post, which is expec- 
ted to increase Hofllnger's overall market share figures. 

In early Toronto trading Torstar shares were down 35 
cents at C$18, while Sun Media rose C$1.25 to C$18.65. 
Scott Morrisor* Toronto 

CASINOS 

MGM Grand agrees $600m merger 

MGM Grand, the casino hotel group, has agreed a $600m 
merger with Prlmadonna Resorts, with which it already 
shares control of the New York, New York complex in Las 
Vegas. The deal, proposed last month, continues the 
absorption of smaller Nevada gaming companies, which 
are suffering from the absence of Asian gamblers and 
competition from Native American tribal casinos in neigh- 
bouring California. 

Hilton Hotels last week said it planned to buy Grand 
Casinos for the equivalent of $1.2bn in stock and debt to 
add to its own gaming Interests, which are due to be spun 
off later this month into a new company, Park Place Enter- 
tainment 

The MGM/Primadonna signing was announced yester- 
day when MGM, controlled by Kirk Kerkorian’s Tradnda 
group, said it had received support for the deal from hold- 
ers of 53 per cent of Primadonna’s shares. Each will 
receive D.33 MGM Grand shares for a total of 9.5m units. 
Christopher Parlies, Los Angeles 


RECRUITMENT 


Kom/Ferry chief steps down 

Michael Boxberger has resigned as chief executive of 
Kom/Ferry international, the world’s largest executive 
search firm, citing personal reasons. The group recently 
postponed a planned initial public offering of $230m in 
common stock owing to market conditions, but plans to 
proceed with the offering next year. W indie Priam, Korn/ 
Ferry vice-chairman and chief operating officer, win replace 
Mr Boxberger as chief executive. Richard Ferry, co- 
founder of the group, remains chairman. 

Tracy Corrigan, New York 
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."V TheGerman stock exchange ban- 

Isbas borders. Xetra* Release 3 
- creates the electronic trading plat- 

. V. form of tomorrow for equities, 

-• ■ 7 - • bonds and warrants. Regardless 

a a: ; of where they are, participants 



have equar access to the German 
cash market This also smoothes 
the way to international coopera- 
tion. An Important move in this 
direction is the alliance with the 
London Stock Exchange. 
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More will follow. The start of a 
unified stock market spanning 
tiie globe. 

Your access to success 
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BANCO REAL S.A. 

(thelssueO 

U.S. $175,000,000 

7.875 per cent Notes due 2000 

(the T2000 Notes') 

U.S. $75,000,000 

8.125 per cent Notes due 2001 

(the ■SOW Notes" and. together with tfw 2000 Notre, tfw ■Notes’) 
of DM Issuer 

NOTICE 15 HEREBY OVEN to the hoklara (Die Noteholders’) of the 
Notes that The Law Debenture Trust Corporation p.I.c. (me Trustee"), 
on the basis of financial and legal advice received by It and sudleci to Dw 
conditions described below, has determined pursuant to Clause 10.1 of 
the Principal Trust Deed dated April 29, 1992 as supplemented, 
respectively, by me Seventh Supplemental Trust Deed dated July 18, 
1997 constituting the 2000 Notes (the “Seventh Supplemental Trust 
Deed") end me Eighth Supplemental Truss Deed dated July to, 1997 
constituting the 2001 Notes (the “Eighth Supplemental Trust Deed") (as 
go supplemented, Dte "Trust DewTJDtet the transfer by Dr. Atayorfode 
Andrade Faria to ABN AMRO Bank N.V. (“ABN AMRO*) of an incfirect 
hotting of 40 per cent, of the common stock ol a company incQrecdy 
hottSnp ^jprwimately 57 per cent of the common Btock of the Issuer wB 
not consttute an Event of Default under Conation BfeXxv) (“Change of 
Ownership') of the Notes. 

The Trustee has agreed to make such a determination on condition 
mat (a) ABN AMRO uncon cSttonaHy and Irrevocably guarantees the 
payment of all suns stressed to be payable by the issuer under 
the Seventh Supplemental Trust Deed and the Eighth Supplemental 
Trust Deed or ki respect of the Notes or the coupons attached thereto as 
and when the same become due and payable, and (b) that 
Condition B(aH*v> of the Notes is deleted hi Its entirety and replaced 
by Die fallowing: 

Ixv) Change of Ownership: Dr. Aloyosio de Andrade Faria antVor his 
Immediate tamfty (which shall be construed to comprise his 
daughters and their descendants, if any) and ABN AMRO Bank 
N.V. together cease to own, directly or indirectly, at least a stride 
'malortJy of the common siockot the Issuer, or ABN AMRO Bank 
N.V. Indniduafty. ceases to own, directly or indtecUy. at Iea6t a 
simple majority of the common stock of the Issuer o'. 

The Issuer, the Trustee and ABN AMRO entered kilo a Ninth 
Supplemental Trust Deed on November 3, 1998 indar the terms of which 
the Trustee made the determination, ABN AMRO entered into the 
guarantee and Condtion 8(a)(xv) of Die Notes was amended, In each 
case as described above. Copies o( the Mntti Supplemental Trust Deed 
are avaftabte tor inspection at the principal office of the Trustee, b eing a t 
the data hereof at Princes House, PS Gresham Street, London EC2V 
7LY. and at Die specified offices of the Paying Agents set out below. 

PRINCIPAL PAYING AGENT 
Chase TYust Bank 

Akasa Park Buikfing.Qtfi Roar. 2-20Akasaka 
5-Chome, Minoto-ku, Tokyo i07. Japan 

PAYING AGENTS 

The Chase Manhattan Bank Chase Manhattan Bank 
Trinity Tower Luxembourg SJL 

9 Thomas More Street 5 Rue Plaetis 

London El 9YT L-2338 L uxsrnbourg-Grund 

The Chase Manhattan Bank 

for and on behalf of A CHASE 

Chase TYust Bank 
December 9,1998 


Cayman Financial Brokerage House 



Forex, Futures, Options 
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and Guaranteed Funds 


Telephone +1 345 945 3100 


Website www.cfbh.com. 
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Facsimile +1 345 945 31 99 


Sema wins Olympics deal 


By Christopher Price and 
Patrick Harverson 


A consortium led by Sema 
Group, tbe Anglo-French 
computer services company, 
has won a contract esti- 
mated at 8500m to supply 
information technology ser- 
vices Cor the Olympic Games 
from 2001 to 2006. 

The deal was struck fol- 
lowing tbe decision by Inter- 
nationa] Business Machines 
to end its 39-year relation- 
ship as one of the Olympics’ 
key suppliers and sponsors. 
The 2000 Sydney Games will 
be the US group's Anal 
appearance. 

Tbe contract with Sema 


will cover the 2002 Winter 
Games at Salt Lake City, the 
Olympic Games to be held in 
Athens in 2004 and the 2006 
and 2006 Winter and Olym- 
pic Games respectively. The 
other partners in the consor- 
tium have not yet been 
decided. 

Sema will also take on 
IBM's role as one of the lead 
sponsors. The fee was not 
disclosed but IBM was 
reported to have been negoti- 
ating a $400m figure to con- 
tinue its participation in the 
Games, with some 8600m 
being earned back for its IT 
services. 

Sema. tbe second biggest 
IT services company in 


Trafficmaster 
pulls the plug 
on car power 


24 HRS GLOBAL OFFSHORE TRADING 


By David Blackwell 

A car thief in a stolen 
Porsche or high-performance 
TVR would probably laugh 
at the thought. A £50.000 
supercar with a 4.2 litre 
engine, 350 bhp and capable 
of more than I60mph caught 
by a bobby on a bicycle? 

But from next year the 
clever thief who Ha< man - 
aged to by-pass the security 
system of a high-perfor- 
mance luxury model could 
find the smile wiped off his 
face - with the bobby having 
the last laugh. 

A revolutionary electronic 
device wired into a car's 
engine manag ement system 
is aimed at palling the plug 
on a car's power, reducing it 
to a sluggish 15mph. 

Gone could be the days of 
tbe high-speed car chase, or 
officers having to use 
devices like the "stinger* 1 - 
spikes on trellises that can 
be opened across a road 
ahead of a stolen vehicle to 
stop it by puncturing 
its tyres. 

The device - about the 
size of a computer mouse 
which can be hidden any- 
where in the car - has been 
developed by Trafficmaster, 


the traffic information 
provider. 

The company said once a 
car is broken into, the device 
would transmit a signal to 
its national network of about 
5,000 UHF beacons which is 
already in place to service 
the traffic information 
business. 

The car's position would 
also be pinpointed. 

Trafficmaster operators 
would then check with the 
owner, and if they discover 
the car has actually been 
stolen, they contact the 
police. Once patrol cars are 
in position, officers would 
give the go-ahead fbr a trans- 
mission to be made to the 
car to gradually reduce its 
speed. 

Result? One more car thief 
off the road. 

Trafficmaster expects to 
sell the device for about £200 
($333) and an annual pre- 
mium of £60, and is aiming 
to fit it to about 5 per cent of 
the UK’s 2m new cars. 

The system will be a direct 
competitor to Tracker Net- 
work, which failed to agree 
merger terms with Traffic- 
master just over a year ago. 

Trafficmaster will launch 
the new system in April 


Europe after Cap Gemini, 
has made dear its intention 
to expand quickly both 
organically and through 
acquisition. 

Michael Payne. IOC mar- 
keting director, said the 
organisation did. not want to 
renew its deal with IBM 
because the US company 
was demanding too much 
money for the single-pro- 
vider contract. "We were 
concerned about the escalat- 
ing costs of the Games.” 

Consequently, the IOC 
decided to return to its origi- 
nal structure of paying a 
small consortium of compa- 
nies to handle IT services. 

Under the agreement, the 


HUlsdown sells 
poultry unit in 
restructuring 


By Alison Smith 

Hillsdown Holdings, the 
foods group, is selling the 
first of the businesses put up 
for sale as part of its 
restructuring plan, but indi- 
cated that some other parts 
of the disposal programme 
had hit difficulties. 

The group's specialist 
poultry breeding business. 
Ross Breeders, is being 
bought by BC Partners, a 
venture capitalist firm, for 
£100.5m (8166.8m). BC is pay- 
ing £92 .5m cash and taking 
on £8m debt. 

At the same time, Hills- 
down said it was no longer 
actively marketing Its furni- 
ture business and Intended 
to retain its potato packing 
operation, because potential 
buyers had found it too hard 
to win access to enough 
bank debt to fulfil their 
offers. 

The furniture business, 
which operates as Christie- 
Tyler and Walker & Homer, 
is estimated to be worth 
£ 165m- £2 00m, while the 
potato division is thought to 
be worth about £2Qm. 

"The change of direction 
has really been forced on us 
by the very difficult banking 


environment,” said Keith 
Buchanan, Hillsdown 
finance director. “Through 
October and November there 
has been nervousness in the 
banking world, and they 
have not been prepared to 
fund a highly-leveraged 
buy-out." 

He emphasised that the 
problems lay in the banking 
markets rather than in the 
two businesses' trading per- 
formances. 

The decision not to sell the 
furniture and other poultry 
businesses now means that 
there will be no cash distri- 
bution to shareholders at 
this stage. Instead, the pro- 
ceeds of the sale of Ross 
Breeders will be used to 
reduce group debt 

In two areas, however, 
progress on disposals 
appears encouraging. Conti- 
nental Bakeries, which oper- 
ates in Germany, Belgium 
and the Netherlands, is 
expected to be sold around 
the turn of the year, with 
the sale of the supermarket 
own-label wines and spirits 
division following within a 
couple of months. The two 
businesses are thought to be 
worth respectively about’ 
£35m and £2Sm. 


6KN 


org anis ing committee will 
pay Sema a fee to provide 
technology and services, 
minus a. sum representing 
the value to Sema of the 
rights to market its associa- 
tion with the Olympic move- 
ment The IOC refused to 
reveal the total cost of the 
deal, but Mr Payne said “it 
may be as Utile as a third of 
what it would have been 
under single-provider solu- 
tion with LB NT. 

He said the IOC was still 
in negotiations with other IT 
companies about joining the 
technology consortium. 
Three companies, inclu din g 
Sema as systems co-ordina- 
tor, will be appointed. 


Siebe’s star is waning, but 

GKN-s remains in the ascen- 

dant. Yesterday’s 5553m pur- naBajlMwtiBMK 

chase of Interlake should . 

reinforce its status as a rare 180 : — ~i 

UK engineer capable of . 

organic growth and value- 180 - Hk 

creating acquisitions. Two of jJTll 

the businesses fit snugly t« ... JWT.. — 

with GKN*s powder metal- ^ y 

lurgy and aerospace compo- T20 

nents operations, and the Jr 

third Is a market leader that ■ m 

GKN can happily hold until Wr, ' T . 
it finds a buyer. Interlakc . 
should add 2 per cent to . w ^ r - 

GKN's earnings in 1939. ^ 

which was already expected smWMnw '• 

to see- double-digit growth. .V 

There should be quick benefits, as Inter lake was paying 
almost 12 per cent interest on its 8292m debts. Longer term, 
this vertical integration should accelerate product develop- 
ment. GKN has been right to invest In powder metallurgy. 
In buying Its way to a market share twice that of its nearest 
rival, it has positioned itself nicely in a business forecast to 
grow at 8 per cent a year. . 

In two years, CK Chow, chief executive, has spent ElJSbn 
on acquisitions, which have all adhered to his clearly com- 
municated strategy. GKN still has minimal debts, and the 
comfort of knowing that an acceleration in helicopter deliv- 
eries and strong growth from Chep pallets should offset any 
automotive downturn. The only snag is that the shares hare 
been trading on a 1998 price /earnings ratio above 20, well 
ahead of GKN's peers. That rating has slipped Just enough 
to make it one of the sector’s rare worthwhile investments. 

Post Office 

How hamstrung will the Post Office be by Peter Mandelson’s 
lily-livered decision to shy away from privatisation? The 
test is its freedom to invest and borrow. By lowering the 
Post Office's dividend pay-out ratio from around 80 per cent 
to a more reasonable 40 per cent, higher capital expenditure 
will be possible to prepare it for competition. But it will still 
need. Treasury approval for borrowing - say to make strate- 
gic acquisitions. Catching up with its continental counter- 
parts may make that necessary. And given the Post Office's 
strong cash flow, it could comfortably support £3bn of 
debt. But despite the government's warm noises yesterday, 
there is precious little chance that the Treasury would 
allow this. This is a fudge that tastes more sickly than 
sweet 


British Land upbeat 

By Norma Cohen remains at sensible levels.*' 

British Land, owner of sev- 

Britisb Land, the UK's eral joint ventures with 
second largest property com- supermarket retailers, said it 
pany, yesterday delivered an believed its sites would be 
upbeat forecast for the sec- difficult for rivals to dupli- 
tor In contrast to gloomier cate, given tighter planning 
statements from Its competi- restrictions on out-of-town 
tors. retailing. 

The company said: “There Pre-tax profits for the six 
has been rental growth in months to September 30 
the sectors in which we have slipped 3 per cent to £50. lm 
Invested, and the balance (8832m). The shores fell lip 
between, supply and demand to 475p. 
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Very good results for Fortis 
over first three quarters 1 998 


Key figures on ecu mtawni 


First three First three 
Quarters quarters 

1998 1997 

(pro forma ) " (pro forma} " 


increase 
in % 


1.882 

1,564 

20 

1.285 

200 

986 

30 

9,116 

8,601 5 
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327.354 

298,579 a 

10 

221.308 

204,720 * 
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Fortis 

Operating result 
Net profit ” 

Extraordinary net result 
Net equity 
Total assets 
Total assets under 
management 


f) Induing Gama* Bjn*. Fanis AG and Form AMEV. 
D EACkKUtg ortrawtWury net remit. 
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Key figures per share in local currency 

First three First three 
quarters quarters 

1998 1997 

(pm forma} (proforma) 


Increase 
in % 


Fortis AG share, in BEF 

Net earnings a 435 331 

Shareholders' equity 3,069 2 , 914 n 

Fortis AMEV share, In NLG 

Net earnings 3 5.27 4.01 

Shareholders’ equity 37.24 35.35 " 

II Yxtr-erd 7587. 

& &t*4b>9B*traarctinao'wrnnjtf 
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Net profit 

First three quarters 1994-1998 
On ECU m*oa) 


Operating raeutt insurance 
First three quarters 1994-1998 

On ECU mMonj 


Operating result banking 
first three quarters 1994-1998 
(in ECU mi Ion) 
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A new and stronger Fortis 

Fortis has gone through some very dynamic times and has taken 

important steps forward during 1998. 

* Fortis and Generate Bank have joined forces. 

* Fortis successfully completed two acquisitions in the 
United States. 

- Fords’ shareholders approved steps to improve die group’s 
transparency and enhance unity on the capital markets. 

* Fords’ operational structure has been optimized. The banking 
group distributes a full range of financial services through 
proprietary distribution networks, the insurance group 
distributes a full range of financial services through 
intermediaries. 

■ Fords will change the names of the listed companies into 
Fortis (B) and Fortis (NL). 

* Both Fortis shares will be split Fortis (B> (today Fortis AG) 
will be split from 1:9. Fortis (NL) (today Fortis AMEV) will 
be split from 1:2. As a result from an economic perspective, 

1 Fortis (B) share will equal I Fortis (NL) share. 

First three quarter developments 

* Favourable market conditions, especially in the first half year, 
were an important driver of high capital gains and overall 
result developmenL 

- Net profit (excluding extraordinary net result) +30% 

* Earnings per share (excluding extraordinary net result) +30% 
Organic growth of net profit (excluding extraordinary net 
result) +19% 

* Extraordinary items: 

Sale of blocks of shares: extraordinary realized capital gains 
(ECU 7? l million) 

Provisioning for low interest rate risk in life insurance 
(ECU 471 million) 

Provisioning ro cover the millennium liability exposure in 
non-life insurance (ECU 100 million) 

■ On balance, extraordinary net result to equity 
(ECU 200 million) 

* Limited exposure to emerging markets 


Forecast 

Barring unforeseen circumstances and excluding the impact 
of extraordinary net profit, Fortis and its listed companies 
expect profit growth of up to 20% for the fall year 1998. 

Insurance 

• Total revenues: +9% 

• Net profit: +20% 

• Life insurance premiums: +14% 

• Non-life under pressure 

’ * Contribution of U.S. acquisitions 

Banking 

• Net revenues: +20% 

■ Net profir. +45% 

■ Net interest income: +5% 

“ Net commission income: +24% 

• Successful addition of Generale Bank 

Investments 

■ Funds under management: +6% 

Fortis is a leading asset manager in tbe Benelux and ranks 
in the European top 10 

Further information 

A comprehensive first three quarter report of Fortis, as well 
as a brochure describing today's new and stronger Fortis, can 
be requested at Fortis Communications in 
Brussels: 32 (0)2 220 84 53 
Utrecht 3 1 (0)30 257 65 48 

You can also visit the Fortis Internet site at www.ftmis.com 


♦ 


Fortis is an international group 
which supplies banking, 
investment and Insurance 
services to private individuate and 
businesses. In r® home market - 
the Benelux countries - Fbrtta is 
one of the largest providers of 
financial services, supplying a 
broad range of financial products 
through a variety of distribution 
channels, in other European 
countries, as weS as in the United 
States and Asia. Fortis 
concentrates on specific market 
segments. 
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NEWCOURT, OUR APPROACH TO 
FINANCING GIVES YOU AN 
EXTRAORDINARY STRATEGIC ADVANTAGE. 
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You are feeing the toughest competition of your life- Your, strategy is 
sound- Your- defence, is ready- But do m re .? ll V have the competitive 
edge you need? At.Newcourt/we provide financing solutions that 
give our commercial- and corporate eusTomers extraordinary strategic- 
advantages/ Advantages so.pdWerfef that many.of the world’s leading 
companies . count ante to help them succeed, Before you make another 
move, visit us at www.newcourt.com .■ .• ; . 
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US switches over to the power of Scotland 


PacffiCorp 

tle i onnn byactMty, . . 

1BB7 

Unregtfeted energy turfing* 


US stilts YriwvPadtiCorprarw 
■ ■ lAwtranrttecOrtOMrt 


Andrew Taylor on whether Scottish 
Power will be able to transplant its 
cost-cutting skills to PacifiCorp 


T he third time was lucky 
for Scottish Power, 
which yesterday ended a 
year-long hunt for a US 
acquisition when it 
announced an agreed all- 
share offer, worth £4.2bn 
($7bn), for PacifiCorp, which 
supplies electricity to 1.4m 
customers in six western 
states. 

On two previous occasions 
this year, negotiations 
between Scottish Power and 
potential US partners broke 
down. The UK group Called 
to reach agreements with 
Florida Light and Power, 
and Cinergy, the Ohio-based 
energy group. 

British power companies 
seeking US acquisitions have 
previously been deterred by 
concerns over whether 
shareholder returns will be 
high enough to justify the 
high cost of buying US 
power utilities; worries over 
potential US regulatory and 
competition hurdles, and so 
called “social issues" over 
whether UK or US execu- 
tives get to run the merged 
business. 

There is no doubt that 
Scottish Power Is the domi- 
nant force in the new busi- 
ness. even though it 


describes its all-share offer 
as a merger rather than a 
takeover. 

The combined group will 
be called Scottish Power and 
have its headquarters In 
Glasgow. Scottish Power 
executives will fill the three 
senior posts of chairman, 
chief executive and finance 
director; a fourth UK execu- 
tive. Alan Richardson, cur- 
rently Scottish Power’s man- 
aging director of power 
systems, will become chief 
executive of PacifiCorp. 

Scottish Power sharehold- 
ers will want to be con- 
vinced that a change at the 
top of the new group, assum- 
ing regulatory hurdles can 
be cleared, will generate suf- 
ficient shareholder value to 
justify the high premium its 
company is paying for the 
US utility. 

Fan Russell, Scottish Pow- 
er's finance director, calcu- 
lates the offer represented a 
premium of more than Slbn 
based on average share 
prices before yesterday's 
offer. 

At last night's close. Paci- 
fiCorp shareholders would 
receive Scottish Power paper 
worth $23-34‘/i a share, 12.5 
per cent more than Pacifi- 


Cotp’s closing price of $20M 
on Friday. 

Mr Russell says that 
increased shareholder value, 
justifying this premium. Will 
mainly come from unproved 
efficiency at PacifiCorp and 
from growth in power 
demand in the west of the 
US. Scottish Power's cost - 
cutting experience in UK 
electricity and water mar- 
kets will be valuable, he 
says. 

Operating costs at Man- 
web have reduced by 50 per 


The UK utility 
must show it can 
transplant its 
cost-cutting skills 
to the other side 
of the Atlantic 


cent, representing overhead 
annual savings of £85m. 
since Scottish Power bought 
the north Wales and Mersey- 
side power utility for £l.lbn 
in 1995. By 2000, the group 
expects to have cut £50m of 
annual costs at Southern 
Water, which was bought for 
£1.7bn in 1996. 

Scottish Power will have 
to prove that it can perform 


the same trick at PacifiCorp 
which, by Its own manage- 
ment's admission, has signif- 
icantly undershot the equity 
returns allowed by state 
power industry regulators. 

Dick O'Brien. PacifiCorp's 
chief operating officer, says 
equity returns of 7-10 per 
cent earned by the utility in 
Oregon. Idaho and Utah - 
which generate 80 per cent 
of the group's revenues - 
were up to three percentage 
points below average allow- 
able national returns. 

Another measure of effi- 
ciency, by the US Federal 
Energy Regulatory Commis- 
sion, reported that Pacifi- 
Corp in 1996 was 56th out of 
150 US power utilities mea- 
sured by non-generation 
costa a customer. Pacifi- 
Corp’s costs of $300. which 
have since risen to $340. 
compare with the current 
cost of $155 for the mo6t effi- 
cient company. 

Scottish Power's finance 
director calculates that by 
cutting non-generation costs 
by $150 a customer. Pacifi- 
Corp would release $200m a 
year: equivalent to share- 
holder value of S2bn “based 
on a forward price/earnings 
multiple of 10". 

This would more than 
recoup the premium paid for 
PacifiCorp, without taking 
into account savings in 
other parts of the business 
such as electricity genera- 


tion where PacifiCorp has 
10.000MW of mostly coal- 
fired capacity. 

The group’s share price, 
which peaked at $27.31 a 
year ago, has suffered badly 
since It sold its telecommu- 
nications interests to buy 
Energy Group of the UK, 
only to be outbid by Texas 
Utilities. “We became dis- 
tracted by chasing [abortive] 
deals in the UK and Brasil 
and took our eye off the 
balk" says Mr O’Brien. 

Scottish Power supplies 
about 3m electricity custom- 
ers in the UK with about the 
same size labour force as 

PacifiCorp, which supplies 

half as many customers. 

The UK utility, which sup- 
plies electricity, gas, water 
or telecommunications ser- 
vices to one in five homes in 
the UK, has long recognised 
its need for a large US acqui- 
sition. 

Following its purchases of 
Manweb and Southern 
Water, it has gone as far as 
. it in expanding its UK 
electricity and water inter- 
ests through acquisitions 
without provoking the oppo- 
sition of competition and 
regulatory authorities. 

It is confident that it can 
overcome any such hurdles 
in the US. State regulators 
must be convinced that cus- 
tomers will not suffer as a 
result of the takeover and 
that Scottish Power will be 
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able to deliver promised effi- 
ciencies. 

The group says federal 
competition issues are 
unlikely to be triggered as it 
does not own any other 
assets in the US. It has met 
the US Securities and 
Exchange Commission to 


discuss potential restrictions 
on foreign ownership of 
domestic electricity compa- 
nies. "As a result of these 
discussions we do not 
believe foreign ownership of 
PacifiCorp will be a prob- 
lem," says Ian Robinson, 
Scottish Power chief execu- 


tive. 

The UK utility must now 
show that it can transplant 
its cost-cutting skills to 
other side of the Atlantic. 
However, Ian Robinson, as a 
keen sportsman, will know 
that it is much harder to 
play' away from home. 


Cadbury secures PepsiCo deal 


By John Wi liman 

Cadbury Schweppes, the 
confectionery and beverages 
group, yesterday announced 
that Dr Pepper/Seven Up, its 
US soft dr inks subsidiary, 
had signed a new distribu- 
tion agreement with 
PepsiCo’s US bottling divi- 
sion. 

The Pepsi Bottling Group 
will continue to distribute 
Dr Pepper, 7-Up, Schweppes 
mixers. Canada Dry ginger 
ale and other soft drinks 
such as Sunkist, Squirt and 
Country Time. It currently 
handles more than 13 per 
cent of DPSU canned and 
bottled drinks. 

“We are delighted that our 
outstanding brands will 


have a secure route to mar- 
ket through Pepsi Bottling 
Group." said John Brock, 
head of Cadbury Schweppes 
Global Beverages. 

The agreement is the lat- 
est in a series of measures to 
secure the distribution for 
DPSU drinks in the competi- 
tive US market DPSU has 
15.4 per cent of the market 
far behind Coca-Cola and 
Pepsi, but has the largest 
share of the non-cola market 
with more than a third of 
sales. 

In January Coca-Cola 
Enterprises, Coke’s main US 
bottler, renewed its contract 
with Cadbury until 2005. cov- 
ering almost 11 per cent of 
DPSU volumes. Coke bot- 
tlers such as CCE distribute 


more than a third of Dr Pep- 
per. Canada Dry and Squirt. 

Cadbury began the consol- 
idation of the independent 
bottlers in February with the 
merger of two Midwestern 
companies to form the Amer- 
ican Bottling Company, 
which accounts for about 13 
per cent of output. The UK 
group owns 40 per cent of 
the new company with the 
balance by venture capitalist 
Carlyle Group. 

Further acquisitions are 
expected among the indepen- 
dents which distribute 
almost 45 per cent of DPSU 
volumes. 

PepsoCo plans to float 
Pepsi Bottling Group next 
year. No details of the terms 
have been disclosed in the 


run-up to the flotation 
except that the agreement is 
“multi-year”. 

The agreements with the 
two big cola bottlers mean 
DPSU is unlikely to face an 
imminent repeat of the 
recent purge by Coca-Cola 
which decided to discontinue 
distributing A&W root beer 
and Sunkist orange crush. 

They should ensure the 
continuation of other 
arrangements with smaller 
regional bottlers affiliated to 
the two big systems for 
DPSU distribution. 

More than a third of 7-Up 
is distributed by Pepsi bot- 
tlers which also handle two- 
thirds of US Schweppes out- 
put. Cadbury shares rose ISp 
to 883p. 


Powderject in 
vaccine advance 


By Vkginia Marsh 



AngloGold Limited 

(Incorporated In the Republic of South Africa) 
(Registration number 05/ 1 7354/06) 

(“AngloGold") 


Cautionary announcement concerning the acquisition by 
AngloGold of the gold interests of Minorco 

Shareholders of AngloGold are advised that agreement in principle has been reached for 
AngloGold to acquire the gold interests of Minorco, following completion of a competitive 
auction process. 

The agreement in principle is subject to the signature of a formal agreement and the fulfilment of 
certain conditions precedent, including the approvals of the respective Boards of Directors, 
AngloGold shareholders and various regulatory authorities. 

The Minorco gold interests include: 

• the wholly-owned Independence Mining Company, which incorporates Pikes Peak Mining 
Company In Colorado and a 70 per cent stake in the Jerritt Canyon Joint Venture in Nevada, 
USA; 

• the wholly-owned Mineragao Morro Velho mines and a 50 per cent joint venture in the 
Mineragao Serra Grande mines, both in Brazil; 

■ a 46,25 per cent stake in the Cerro Vanguard ia mine in Argentina; and 

■ gold exploration activities in the Americas. 

The purchase price is US$550 million, subject to an adjustment for net current assets and 
long-term debt, as at 31 December 199S (the effective date). The purchase consideration is 
payable in cash. 

Minorcos gold operations currently produce some S00 000 attributable ounces a year. 
The acquisition of these operations will increase AngloGoId’s annual output by 12 per cent to 
7,5 million attributable ounces. 

The successful conclusion of the transaction may have a material effect on the price of 
AngloGold shares. Accordingly, shareholders are advised to exercise caution when dealing in 
these shares. A further announcement will be made in due course. 

Johannesburg 

7 December 1998 
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A trial by Powderject 
Pharmaceuticals, a UK bio- 
technology company, has 
become the first in the world 
to elicit a protective immune 
response in humans using a 
DNA vaccine. 

The company, which is 
developing DNA vaccines 
with Glaxo WeDcome. yester- 
day said all 11 patients that 
had completed a Phase I 
study for a DNA vaccine 
against Hepatitis B, a poten- 
tially fatal liver condition, 
had developed sufficient 
antibodies to protect them 
against the disease. 

The shares, floated at 18Sp 
last year, rose 13p to 50Sp, 
close to a high of 525p 
reached last month. 

DNA vaccines are a form 


RESULTS 


of gene therapy. A conven- 
tional vaccine consists of 
proteins from a virus or bac- 
teria. A DNA vaccine, by 
contrast, is a gene which 
instructs the patient’s own 
cells to produce -the viral 
proteins which fight the dis- 
ease. This also means the 
DNA vaccine Itself cannot 
cause the disease. 

Other companies are 
developing DNA vaccines 
but Powderject last week 
won a European patent for 
its delivery technology. This 
enables DNA to be adminis- 
tered, painlessly, into the 
body by attaching it to 
microscopic gold particles 
propelled into the skin at 
supersonic speed using a 
helium jet The method is up 
to 1,000 times more efficient 
than conventional injection. 


Jarvis ‘cautious’ 
on overseas moves 


By Charles PretzIRc 

Jarvis plans to take a “more 
cautious" approach to inter- 
national expansion, despite 
its aim to become the largest 
facilities management and 
transport infrastructure 
group in Europe. 

It blamed the decision on 
“the upheavals experienced 
in many of the world’s econ- 
omies and the heightened 
level of uncertainty prevail- 
ing in the last few months". 

However. Jarvis, best 
known as a provider of rail 
maintenance and track 
renewal services to Rail- 
track. yesterday reported a 
55 per cent rise' in pre-tax 
profits to £l9.7m l$32.7m) for 
the six months to September 
30. 

The acquisition of the 


Streamline Holdings road 
maintenance business in 
June for £lS4iu helped turn- 
over more than double to 
£279m. 

Operating profit of £23.5ra 
(£i2.8m) was held back by 
£2.96m of redundancy 
charges and £2£4m for amor- 
tisation of goodwill. 

Roger Payton, chairman, 
said: “The group should be 
insulated from the slowdown 
in the UK economy.” Us 
order book has swollen from 
£400 m to £l_2bn and. despite 
scaling back its interna- 
tional ambitions, Jarvis said 
it was “involved in consider- 
able bid activity in various 
parts of the world, including 
railway privatisation pro- 
jects in eastern Europe, and 
in Australia in conjunction 
with Stagecoach." 
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We want 
your 

business. 


BUSINESSES 
FOR SALE 


For more information on 
business advertising 
please calf: 

Tel: +44 171 873 4874 
Fax: +44 171 873 3064 


■ ... RETAIL BUSINESS ' 

■ .[ tnOotidiqi/TbilcnietKXis. 

.in pin« Contra! London FcjmSoiw. 

'.A -? Z 

rrCB&ilstAbrwi&Kajn*; , - 
yotaabie /drear Zrowu 
Lc««jrtcihai , wfBeC?5lr ; 

- r.Tfbfcfocij 

, ■ • 7* ronra on ivesiawind 

"Seriwoen^iWefioc '- 

One Siirtiwrk Bridge. Lo*hM SEl <WL 


West Midlands 

nursing and home care 
contracting and recruitment 
agency 

FOR SALE 

E* peeled T/D£J .5m 

PBlT £250K 

WnK la Box M2 17. Financial Times. 
One Sown wart. Bridge. 
UwfoaSEI 9HL 

BUSINESSES WANTED 


COMPANY REQUIRED] 


Well established privately ' 
owned UK electrical 
engineering company is . 

. looking to acquire for cash 8 
manufacturing SME preferably 
. industrial electrical products, 

T\ BAjfeBWFlMdalTImaL ' 

Ope BrttguUtman «l 


The Business section 

also appears on page 
13 in the UK edition 


GREATER MANCHESTER 
WASTE DISPOSAL 
AUTHORITY 


11 MANCHESTER CHAMBERS, OLDHAM OLl ILF 
Tel: 0161-91 1 3581 Fax: 0161-91 1 3584 

Applications are invited from organisations which are 
interested in providing financial advice and support as 
part of a project team which will prepare and implement 
a procurement plan leading to the award of 
contracts for management of about 1 ,200,000 Tonnes of 
household waste per year for at least 20 years. 
Applications must be received at the above address no 
later than the 14th December 1998. quoting ’1WMS 
External Advisory Services”. These may be sent by fax. 

The work is estimated to take approximately two years, 
starting In February 1999. Applicants must be technically 
competent and able to prove that they are suitably 
experienced in Waste Management matters and in 
seeking and arranging major financial packages on the 
Private Finance Initiative or other basis. 

Applicants will be sent a questionnaire for completion 
and tender documents will be sent out on the basis of 
replies to the questionnaire. Evidence of financial 
standing and experience will be requested, for return 
with the questionnaire. The criteria for awarding the 
contract will be stated In the invitation to tender. The 
questionnaire with accompanying documents must be 
returned by the 28th December 1 998. 

A Notice under the Accelerated Procedure for Services 
Contracts was sent by fax to the Office of the Official 
Journal of the European Communities on the- 27th 
November 1998. 
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Rhone-Poulenc informs its shareholders 



Avert tis 


Creation of a new global leader 
in life sciences 



RHONE-POULENC and HOECHST plan 111 to merge their Life Sciences activities 
(Pharmaceuticals, Animal and Plant Health) into a new company, called AVENTIS. 
Ownership will be equally divided between the two partners . 

"With its new culture, increased R&D resources, competitive positioning in emerging technologies, 
enhanced product pipeline and strong marketing prowess, Aventis will have a solid platform 
for sustained medium-to-long-term growth in both sales and profitability ". 


Jurgen Dormann 
Chairman of Hoechst A. G. 


Jean-Rene Fourtou 
Chairman of Rhone-Poulenc S. A. 



'j ■•V; .1 
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AventlS, a milestone which takes Hoechst's and Rhone-Poulenc's long-established strategic focus on Life 
Sciences a step further. 

Aventis, the birth Of a global leader. With 1997 pro forma sales of US$ 20 billion and 95,000 employees, 
Aventis will be a global leader in Life Sciences, in Pharmaceuticals, in Vaccines, in Plant Health and in 
Animal Health. , 

. * ' • •* 

Aventis, international, unified management Aventis will leverage and build upon the expertise and 
experience of executives from both parent companies, with a shared vision and common approach to 
business , committed to a successful integration while building the foundation for future development 

Aventis, a high performance organization . Hoechst's and Rhdne-Poulenc*s Life Sciences units will be regrouped 
into a new company Aventis consisting of Aventis Pharma and Aventis Agriculture. 

AventlS, a foundation for long-term growth . Aventis will possess one of the largest R&D budgep in its 
category as well as a wide range of emerging technologies . 

AventlS, a European company with global reach. Headquartered in Strasbourg, between Paris and 
Frankfurt, Aventis will be a French incorporated company. 

Aventis, a seamless union. In the initial two to three year phase, both parent companies will exist alongside 
each other and will continue to be publicly listed. During this time, they will be renamed Aventis Hoechst and 
Aventis Rhone-Poulenc. This integration phase will come to an end when both partners have divested their 
chemicals businesses in the best interest of shareholders and employees alike. When the merger is completed, 
there will be a listing of a single stock. 


',r it . 


www.rhone-poulenc.com / www.hoechst.com 


KX J72 
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(1) the merger is expected lobe submitted to the General Meetings of Shareholders, by mid-1999, once the regulatory approvals have been obtained and the legal procedures carried out 


<*•“* 










26 


na^N' 


CIAi. TIMES TUESDAY DECEMBER. 8 1998 


MANAGEMENT & TECHNOLOGY 


INTERVIEW MICHAEL O'LEARY, RYANAIR 


Carrying the no-frills flag 


The head of Europe’s most successful low fares airline steers 
clear of unnecessary razzmatazz, hears Michael Skapinker 


$ 


Most airline 
entrepreneurs would 
love to be accused of 
“tooth and claw capitalism'*. 
Not Michael O'Leary. The 
chief executive of Ryanair. 
Europe’s most successful 
low fares carrier, shifts 
uncomfortably when 
reminded of Irish premier 
Bertie Ahern's recent 
description of him. 

It is not that the 37-year- 
old Mr O'Leary rejects the 
label. Since joining the 
Dublin-based airline in 1991. 
he has slashed costs, 
pursued profits relentlessly 
and fought off a bitter bag- 
gage handlers' strike over 
union recognition. It was his 
handling of the strike which 
prompted Mr Ahern's jibe. 

The reason for Mr 
O'Leary's discomfort is that, 
unlike airline cavalier Rich- 
ard Branson, he does not 
enjoy talking about himself. 
"1 try desperately not to get 
into the Branson stuff. This 
is not O'Leary Air." he says. 

Get him on to the subject 
of his airline, however, and 
the reticence disappears. “In 
three or five years time, 
there will be one or two 
large, low-cost carriers in 
Europe. Ryanair will be one. 
The question is: will there be 
another one?" 

Most of the other Euro- 
pean no-frills carriers which 
have emerged in the past 
few years will disappear, he 
says. Go. British Airways' 
no-frills offshoot, will be 
absorbed into BA. Virgin 
Express. Mr Branson's Brus- 
sels-based low-cost opera- 
tion. will become part of 
Sabena of Belgium. 


“The one that I can't pre- 
dict is Stelios," Mr O’Leary 
says. Stelios is Stelios Haji- 
Ioannou, chairman of 
EasyJet, Ryanair’s London- 
based competitor, and the 
only rival Mr O'Leary rates 
highly. Like Mr Haji-Ioannou 
- and Mr Branson - Mr 
O'Leary dresses down, strid- 
ing around Ryanair's bead- 
quarters at Dublin airport in 
an open-necked shirt and 

blue jeans. 

Most profiles or Mr 
O’Leary describe him as an 
accountant. He never fin- 
ished his accountancy 
exams. He did join accoun- 
tants KPMG in the early 
1980s, but he worked as a tax 
consultant before setting up 
an his own. 


“It was ducking and div- 
ing." he says. “It was prop- 
erty development, buying 
and selling newsagents and 
convenience stores, tax con- 
sultancy.” One of his tax cli- 
ents was Tony Ryan, who 
had started an airline to 
compete with Aer Lingus, 
the Irish state carrier. 

Ryanair was then a full- 
service airline. It bad a busi- 
ness class section and served 
meals, but it charged lower 
fares than Aer Lingus. The 
results were disastrous. In 
the late 1980s, Ryanair lost 
Iff? pm ( £17.86 m) in four years 
and went through five chief 
executives. Mr Ryan asked 
Mr O'Leary what he should 
do. “I sai± dose it down. 
You couldn't give it away.” 


Mr Ryan had another idea. 
He knew Herb Kelleher. who 
ran Southwest Airlines, the 
most successful low-cost car- 
rier In the US. “We went to 
look at Southwest." Mr 
O'Leary recalls. “It was like 
the road to Damascus. This 
was the way to make 
Ryanair work." 

The Southwest formula 
was to serve no meals, offer 
no frills - and charge 

rock-bottom fares. Mr 

O'Leary tried it at Ryanair, 
launching low-cost services 
between Dublin and London. 

He quickly discovered he 
did not have to lure passen- 
gers away from the estab- 
lished airlines. By charging 
low fares, he could expand 
the market, selling tickets to 
people who might not previ- 
ously have thought of flying. 
The number of passengers 



‘We look for those 
signs which show 
there’s an airport 
somewhere and go 
and talk to them. 
Some of them tell 
us politely to go to 
hell. Some of them 
talk to us’ 


flying between Dublin and 
London has quadrupled dur- 
ing the past decade. 

Ryanair began applying 
the formula all over the Brit- 
ish Isles, flying from Dublin 
to Manchester, Birmingham, 
Glasgow, Cardiff and even 
Bournemouth. Mr O’Leary 
launched services from Lon- 
don to Kerry, Cork and 
Knock. With the liberalisa- 
tion of the European Union's 
air mar ket, completed last 

year, he began flying to con- 
tinental Europe - to Brus- 
sels. Paris. Venice, Stock- 
holm and Oslo. 

Profits soared. Last year 
Ryanair's pre-tax profits rose 
19 per cent to I£39.8m and 
the airline decided to expand 
its fleet of 21 Boeing 737s. 
Boeing and Airbus Industrie, 
the European consortium, 
competed furiously to sell 
aircraft to Ryanair. The air- 
line eventually settled on 
Boeing, ordering 25 new- 
generation 737s. Mr O’Leary 
does not deny analysts' esti- 
mates that Boeing offered 
him a 30 per cent discount 

“Both Airbus and Boeing 
have done studies which 
show that Ryanair will be 
the Southwest of Europe. It’s 
not just 25 aircraft. These 
will be the first of 100," Mr 
O'Leary says. 

Does Ryanair do market 
research into demand for 
flights to a particular desti- 
nation? “Here's our demo- 
graphic research." Mr 
O'Leary says, tossing a 
Reader's Digest map of 
Europe on to the table. "We 
look for those signs which 
show there's an airport 
somewhere and go and talk 
to them. Some of them tell 
us politely to go to hell. 
Some of them talk to us." 
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Have a drink on us-, but not food, which makes too much mess and wastes time, says O’Leary 


Ryanair only flies to air- 
ports which agree low land- 
ing charges. That usually 
means avoiding airports 
used by most carriers. In 
Paris, for example, Ryanair 
files to relatively unknown 
Beauvais airport, rather 
than Charles de Gaulle or 
Orly. In Brussels, Ryanair 
uses Charleroi airport, 35 
miles south of the city. 

It also uses its aircraft 
intensively, leaving them on 
the ground for only 25 
minutes. One reason 
Ryanair can turn its aircraft 
round so quickly Is that pas- 
sengers cannot buy snacks. 
Sell customers peanuts and 
biscuits. Mr O'Leary 
explains, and they start mak- 


ing a mess. Drinks cans and 
plastic cups can be collected 
before landing. 

Ryanair also saves money 
on staff. It has three flight 
attendants on each Boeing 
737. Many airlines have six. 
"serving meals and hot tow- 
els and all that nonsense". 
Mr O'Leary insists he pays 
his staff well, but only a 
third of their remuneration 
is in the form of basic pay. 
Another third is based on 
productivity. The rest comes 
from commission from duty 
free sales. This could be a 
problem, as duty free sales 
on European flights are due 
to end next year. Mr O'Leary 
says his staff will make up 
the difference selling other 


MANAGEMENT DOING BUSINESS IN RUSSIA 


Learn to expect 
the unexpected 


ABB mistakenly thought ft knew the 
Russian market, says Anthony Robinson 


m 


Nowhere is quite like 
Russia, as ABB. the 
I Swiss-Swedish engi- 
neering group, has learnt 
through hard experience. It 
began by believing it could 
transfer knowhow from for- 
mer Communist states such 
as Poland and Czechoslo- 
vakia. where it had been 
transforming investment- 
starved and obsolescent 
plants. But things have not 
worked out like that. 

Russia operates under sig- 
nificantly different economic 
and social conditions, says 
Michel Chesnakov. the presi- 
dent and country manager of 
ABB's Russian holding com- 
pany. That means it needs 
its own approach. 

“For a start, the scale is 
different here in Russia. In a 
country like Poland, ABB 
could buy engineering com- 
panies such as Zamech and 
the market share that went 
with them. In Russia we 
never bought market share - 
that would have meant buy- 
ing enormous plants such as 
the Nevsky Zavod gas tur- 
bine complex in St Peters- 
burg and putting all our 
eggs in one basket. We went 
for joint ventures across the 
range of our activities." 

For the past decade ABB 
has been buying minority- 


stakes in Russian companies 
and has formed 19 joint ven- 
tures across a wide range of 
the International engineer- 
ing group's activities, includ- 
ing power generation, 
energy transmission and 
environmental protection. 

“Top management, under 
Goran Lindahl. ABB presi- 
dent, now believes that the 
transition to a normal mar- 


‘We have the 
capacity to 
produce more. 
The problem is 
how to get paid’ 


ket system in Russia will not 
be accomplished in five 
years but may take 50." says 
Mr Chesnakov. Mr Chesna- 
kov, a 51-year-old former 
banker, is the French-born 
and educated grandson of 
Russians who went to Paris 
before the first world war. 

ABB companies, whose 
revenues in Russia have 
been S25Cim-$300m (£156ra- 
£18Sm) a year for the past 
three years, have won some 
big contracts. For example. 


there has been a $90m mod- 
ernisation for Lukoil and 
earlier this year ABB also 
won a Sl90m contract from 
Gazprom to supply two com- 
pressor stations for the Pol- 
ish section of the 6,000km 
Yamal gas pipeline. In Sep- 
tember the relationship 
deepened when ABB signed 
a long-term co-operation 
agreement with Gazprom 
covering developments in 
gas and oil exploration, pro- 
cessing and transport, envi- 
ronmental control and con- 
struction and operation of 
gas-fired power plants. 

Such deals illustrate the 
potential for tbe industrial 
re-development of Russia 
with its 150m people, vast 
spaces and enormous 
resources. But everything in 
Russia has been distorted by 
decades of central planning 
and over-militarisation. The 
civilian economy was 
starved of investment and 
left with obsolescent plant, 
low productivity, wasteful 
production habits and poor 
or non-existent marketing 
and service back-up. 

The result is an economy 
with almost limitless invest- 
ment requirements - but 
which has been starved or 
stripped of the capital 
needed to fund them. 

Seven years after the col- 
lapse of the Soviet Union. 
Russia is still without the 
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Public about 


staying private 


It pays to take a long view in the machine 
tools industry,. Peter Marsh hears . . 


— 


Chesnakov: 1 have to hunt for money 1 


legislative, legal or attitudi- 
nal framework required to 
attract sufficient foreign 
direct investment. The result 
is a cash-starved economy 
that operates mainly on an 
often ingenious but hugely 
inefficient barter system. 

“My job is to identify what 
is possible - which is not 
always what ABB would 
like." says Mr Chesnakov. 
The customer with cash is 
king everywhere, but espe- 
cially here. A customer may 
have projects worth $i50m 
but only $20m available.” 

In general, Russian compa- 
nies with cash are the hard 
currency exporters, mainly 
the oil and gas companies, or 
those with foreign funding ~ 
which these days means 
mainly projects financed by 
the international financial 
institutions. 

To pinpoint priority pro- 


jects requires an intimate 
knowledge of actual and 
potential customers: "You 
have to get deep into the 
structure of your customer, 
find out what they are pre- 
pared to spend money on. 
Most of our MOO employees 
are Russian. The easy thing 
would be to lay them off 
when markets turn down. A 
better alternative is to try to 
boost sales. 

"We have the capacity to 
produce more, the problem 
is not production but how to 
sell and get paid for it," he 
adds. 

“I have to hunt for money. 
If I can root out paying 
orders for my managers they 
are very happy. Looking 
ahead, the energy supply 
companies will gradually get 
more cash. It's only a ques- 
tion of time, but time is 
money and money is short" 


MENTORING BY RUSSIAN WOMEN 


A sisterhood for 
Moscow’s new era 


C WAIT A MINUTE -WASN'T LAST WEEKS* 
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An unusual alliance seems to confirm 
stereotypes, says Andrew Jack 


m 


Doing business in 
another country can 
I mean being corralled 
with other expatriates, with 
little chance to talk to follow 
professionals from your host 
country in your free time. 

Enter the Alliance of Rus- 
sian and American Women. 
The Moscow group was set 
up in 1996 as a mentoring 
programme aimed at bring- 
ing together promising 
young Russian business 
women and Americans 
working in the country. 

But the rapid turnover of 
expatriates on Moscow post- 
ings made the long-term 
relationships that the pro- 
gramme sought to foster dif- 
ficult to sustain. Things got 
worse after the crisis in 
August this year, after 
which many Americans lost 
their Jobs or left the country. 

In response, the Russians 


- a highly educated group 
that includes economists, 
psychologists and engineers, 
many of whom have spent 
short periods on exchanges 
in the US - turned the Idea 
on Its head. They dEicided to 
offer the benefit of their 
experience by acting as per- 
sonal mentors to American 
expatriate women seeking to 
deepen their understanding 
of Russia. 

“I am a trailing spouse," 
says Christie, an American 
who followed her husband to 
Moscow, explaining her 
motivation for joining the 
scheme. "I want to meet 
Russian women outside 
those we know through my 
husband's work.” 

On the other side, Elena 
Fedyashina, a Russian, 
explains her Involvement: “I 
earn only $20 a month in my 
job with the state university 


so I already fee] like a volun- 
teer. I eqjoy helping people, 
and if I am going to work for 

nothing, I would like to do 
something that is interest- 
ing." 

Some of the experiences of 
tbe women seem uncomfort- 
ably close to the stereotypi- 
cal images of their countries. 
For example. Olga Dougina, 
who co-ordinates the pro- 
gramme. recalls that when 
she was Invited to a party 
while on an exchange to 
Philadelphia with other Rus- 
sians, she brought along 
alcohol as requested - but 
far more than the Americans 
who attended. “We were 
having fun and thought we 
were just tipsy, but they said 
we were drunk," she says. 
“When you are in Russia, be 
prepared to drink!" 

Contrasts within the office 
were also considerable, says 
Ms Dougina. "In the US, 
managers offer effective 
feedback. In Russia, we have 
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an authoritarian manage- 
ment style. Employees don’t 
understand that they are 
being reprimanded if you tell 
them off for being late with 
a smile and a calm voice." 

Theories as to why Rus- 
sians use maps less than 
Americans ranged from a 
traditional mistrust of 
printed materials to the fact 


that in the past they were 
unable to travel 
"Russians are very open- 
hearted and sincere," con- 
cludes Ms Fedyashina. "We 
are ready to open our hearts. 
If we can help, we will do so. 
We say what we think and 
are straightforward. Once 
you have made friends, you 
have a friend for life." 


R? “This. — business 
P doesn't progress by. 

the calendar. Some- 
times you don’t have an 
order for months, but there 
is little you can do about it.” 
says Edson Gaylord, chair- 
man of Ingersoll Interna- 
tional 

Ingersoll. the second- 
biggest US machine tool 
company, is one of the big- 
gest players in the $40bn 
world machine tool industry. 
But you will not read much 
about it in the financial 
pages, or see its share price 
on a trading screen, because 
- along with the majority of 
machine tool builders world- 
wide - the Illinois-based 
company is privately held. 

And that is the way 76- 
year-old Mr Gaylord, grand- 
son of the man who set up 
Ingersoll in 1890, and chair- 
man since 1970, t hinks it 
should stay. One of about 25 
shareholders in Ingersoll, 
most of them related to the 
founder, he resolutely sup- 
ports keeping machine tool 
companies privately owned. 

The industry is highly 
fragmented, with companies 
concentrating on machines 
doing specific jobs in niches 
of manufacturing. Each 
machine tool sub-sector may 
have a global market of only 
a few hundred milli on dol- 
lars - which sometimes 
equates to only a few 
hundred machines - a year. 

If demand suddenly falls, 
because of the natural peaks 
and troughs in industrial 
buying cycles, such compa- 
nies have little recourse but 
to accept a drop in profits 
and wait for the next upturn. 

"In the case of a public 
company, shareholders 
expect a quarter-on-quarter 
profits growth, but you can’t 
always achieve it," says Mr 
Gaylord. “We decided some 
years ago to remain private 
because we saw other quoted 
machine tool companies suf- 
fering and we did not want 
the same thing happening to 
US." 

According to Mr Gaylord, 
shareholders in a quoted 
business that is running Into 
profits difficulties are likely 
to press managers to fix 
things: "They want to see 
action, even it is bad for the 
company in the long term." 

Mr Gaylord can recall sev- 
eral occasions when profits 
have slumped. “About every 
decade, something happens 
that means you can't possi- 
bly prosper, but you have to 
ride through it." 

The machine tool industry 
is already battening down 
the hatches. Mr Gaylord 
says Ingersoll is unlikely to 
make a profit next year in 
tbe US, where it has about 


half its $600m annual sales. 
That is because of a slow- 
down in demand for equip- 
ment from the vehicle com- 
panies, its biggest customers 
for large machining centres 
and transfer lines. 

Its biggest competitors 
include Heller of Germany 
and the US-based Giddings & 
Lewis, which was bought 
last year by Thyssen, the big 
German industrial group. 
Thyssen had stalked Inger- 
soll for years before turning 
to Giddings when Mr Gay- 
lord said Ingersoll had no 
interest in being bought. 

Mr Gaylord handed over 
day-to-day running of the 
company in 1994, but 


‘Every decade, 
something 
happens that 
means you can’t 
possibly prosper 7 


remains active in working 
on long-term strategy and 
talking to l ea di n g customers. 
His greatest achievements 
have been in building up 
production in Germany. 

Ingersoll - not to be con- 
fused with Logersoll-Rand, 
one of the US's biggest diver- 
sified capital equipment pro- 
ducers - then bought two 
smaller German companies, 
Bohle and Naxos-Union. 

The output from its Ger- 
man plants now accounts for 
about 40 per cent of Inger- 
soll’s total, although Mr Gay- 
lord says it took about a 
quarter of a century before 
the company recouped the 
tens of millions of dollars it 
spent on its German invest- 
ments. Public shareholders, 
he reckons, might not have 
been so patient. 




Gaylord: public shareholders can be too Impatient David Ahmed 





Mr Gaylord's philosophy of 
planning for the longer term 
has been behind his espousal 
of linear motors, drive mech- 
anisms based on magnets, 
which could revolutionise 
the machine tool business by 
speeding up cutting, say 
their proponents. 

Ingersoll started on this 
technology in the early 
1980s, in collaboration with 
Ford, but has only recently 
started selling the machines 
after spending an estimated 
S15m on the development. 
The company has six 
machines in Germany, cut- 
ting cylinder heads for 
Mercedes-Benz, while British 
Aerospace has ordered a 
giant linear- motor machine 
costing about $25m to 
cut the wings of Airbus air- 
craft. 

Ingersoll has also con- 
cluded a pioneering deal 
with Mori Selin. The Japa- 
nese company Is to use 
IngersoU's linear-motor tech- 
nology in a series of rela- 
tively low-cost machining 
centres. 

This is one of the few 
recent instances in which 
Japanese machine compa- 
nies, which surged ahead of 
the US machine tool Indus- 
try in the 1970s by bringing 
put cheaper, electronically 
controlled systems, have 
found they can profit from 
US technology. Mr Gaylord 
enthuses about linear-motor 
machines, which although 
expensive, promise to cut 
the cost of making compo- 
nents by faster running 
times. 

But he admits that there 
are uncertainties, related to 
special operating procedures 
that the machines require - 
to keep dirt from entering 
the area around the mag- 
nets, for example. 

“A lot depends on the atti- 
tude of the automotive com- 
panies. And will tbe 
machines work in the aver- 
age jobbing shop? No one 
really knows." 




products. On the London- 
Dublin flight that day. they 
were selling telephone cards. 

Ryanair does not recognise 
unions, but Mr O'Leary 
Insists he would do If a 
majority of staff wanted 
them. Only a minority of 
Ryanair '5 baggage handlers 
went on strike for union rec- 
ognition this year, he says. 

He dismisses Mr Ahern's 
criticism: "We have progres- 
sive staff policies. We have 
employee councils, we have 
staff newspapers." Did it 
bother him that the prime 
minister also called him 
“jumped up a bit"? He 
shrugs. “My mother calls me 
jumped up. I wouldn't worry 
about it." 


I 





mm 





ITS 


- 3 ?- 


k >! 






1' 
'll 


♦ * 4 




i . *>-•« 











M 








t-? _ r 

‘ . .t ih - . 


s'' 


*1 



SI 

* • ' \ V 








FINANCIAL TIMES TUESDAY DECEMBER^ 1 998 


27 


EURO PRICES 


EQUITIES 


Losing mood holds Europe back 
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By Vincent Boland 


European stock markets 
ended broadly ofidianged 
but in a losing mood yester- 
day, unable to hold on to 
early gains after Wall Street 
opened flat and the dollar 
failed to push ahead against 
the D-Mark. Thin . trading 
conditions and stock volatil- 
ity also held the markets 
back, dealers 

Investors remain uncon- 
vinced that last week's co- 
ordinated interest rate cuts 
by euro-zone central hanir? 
will be enough to push 
prices higher, and worries 

FTSE Brt>c 100 
Index 


about the storing European 
economy and its- impact on 
corporate earnings are the 

main rtrWn y -gB Pfl- 

ment, ' 

Increasingly bearish- strat- 
egy reports are also begin- 
ning to' land on Healing 
desks. Merrill Lynch's Euro- 
pean equity terns said, its 
sector strategy remained 
“very defensive", with the 
emphasis on vlsihil- 

ity in sectors such as ntffl- 
ties.. domestic', banks and 
consumer cyclical 

“We start next year defen- 
sively positioned, pi e fcnln g 
growth stocks to value 
stocks on the contboent and. 
emphasising a low earnings 

. . ' Bond yield curve 

to cant <Deqiflfter7 1999 


volatility pattern,'' the Mer- 
riUteam said. 

Tbe FTSE Eurotap 300 
index shed 0.69 points to 

I, 114.61. while the FTSE 
Enrofdp ZOO and Ebtoc 100 
ipdlces rose LI1 and 1.44 
points respectively to 
2£7L23 and 93J.3S. 

The electronics sector was 
the day's best performer, ris- 
ing L98 per cent on the back 
of strong performances by 
ABB, up Ecu 20.10 to ECU 

J. 03&88, Alcatel, which rose 
Ecu 2.70 to Ecu U 2 . 3.0. and 
Legrand, up Ecu Ik90 to Ecu 
22B.16. 

Nokia gained Ecu 450 to 
Ecu S4J3, but Semens con- 
tinued to be -hit by disap- 


pointment about its restruct- 
uring plans after a meeting 
with ■ analysts. The stock 
shed Ecu 1-40 to Ecu 51.01. 

• Defence stocks were given 
a boost by plans to rational- 
ise- the European industry, 
with British Aerospace gain- 
ing Ecu 0J 20 to Ecu 7.23, 
after it said it was in talks 
with other, defence groups 
about consolidatioo in the 
aerospace sector. 

Deutsche Bank shed Ecu 
0.46 to Ecu 50J8, as J-P. Mor- 
gan said its proposed acqui- 
sition of Bankers Trust was 
“likely to be a value destroy- 
ing deal". Other German 
banks were also weaker in a 
generally mixed sector. 
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Ah these securities have been sold and this announcement appears as a matter of record only 



The Minister of the State Treasuvy of the Republic of Poland 

Initial public offering of 210,000,000 Shares in the form of Shares and Global Depositary 

Receipts of 




TELEKOMUNIKACJA POLSKA S.A 


Offer price: PLN 1 5.20 per Share or US$ 4.44 per Share and per Global Depositary Receipt 


Polish Offering of 53,654,161 Shares 
Global Coordinator 

Schroders 

Polish Manager 

Biuno Makferskie Powszechnego Banku Kredytowego SAw Warszawie 

international Offering of 156,345,839 Shares 
(including over-allotment) 

Global Coordinator and Bookrunner . 

Schroders 
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INTERNATIONAL CAPITAL MARKE T S 

Prices move ahead but trading thin 



GOVERNMOT BONDS 

By Arkady Ostrovsky in London markets. 

and Richard Tomkins The December future set* 

hi New York tied 0.18 higher in Frankfurt 

" - at 114.95, although the 

Markets closed broadly March future settled 0.05 
higher yesterday, boosted by lower at 115.45. 
a good opening performance UK gilts also reacted to 
in the US Treasury market fresh signs of economic slow- 
and still influenced by last down, with industrial output 
week's European interest falling by 0,4 per cent in 
rate cuts. But trading in October. The consensus now 
Europe was thin, with inves- is that the Bank of England 
tors closing their books will cut interest rates on 
ahead of the launch of the Thursday after the meeting 
euro. of its monetary policy com- 

German bunds had led mittee. The March future on 
European markets higher in the 10-year gilt closed 0.04 

early trading after a 2.5 per higher at 117.50. 

cent drop in industrial "The only issue for the UK 
orders was reported, high- now- is whether the Bank of 
lighting the slowdown iu England will cut by 25 basis 


points or by 50 basis points," 
said Danyelle Guyatt, ana- 
lyst at Deutsche Bank. 

In New York, longer-dated 
US Treasuries edged higher 
but trading was quiet as the 
market awaited economic 
and political news due later 
in the week. 

At noon, the benchmark 
30-year bond was ft ahead at 
103V., talcing its yield down 
to 5.007 per cent, and the 
10-year bond was ahead at 
10 jJ. yielding 4.611 per cent'. 
The two-year note was 
unchanged at 100ft, yielding 
4.458 per cent. 

After last Friday's unex- 
pectedly big fall in the 
November unemployment 
figures, traders and inves- 
tors were waiting for impor- 


tant economic data due this 
Friday, including the latest 
retail sales figures and the 
producer price index. 

Analysts said the US mar- 
ket demonstrated that bond 
markets could rally In spite 
of strong domestic economic 
growth as long as falling 
commodity prices eased 
upward pressure on infla- 
tion. 

“It is not that the US econ- 
omy is slowing down, but we 
are seeing evidence that 
inflation is going to be weak 

in the long term," Ms Guyatt 
said. "The market is not 
going to be disappointed if 
the Fed does not cut rates 
further this year," 

Emerging markets were 
focused on sliding oil prices 


- Brent oil futures fell below 
510 yesterday for the first 
time since 1986 - and the 
presidential election in 
Venezuela, which brought 
Hugo Chavez, the populist 
former coup leader, to 
power. Venezuelan debt 
prices plummeted In early 
trading but recovered much 
of their value later. 

Jerome Booth at ANZ said: 
“Low oil prices and politics 
have been two main nega- 
tives in Venezuela and the 
market has priced them in. 
People were suddenly 
shocked [by the election 
result] hut did not sell off 
and are now watching who 
Chavez appoints as finance 
min ister and central bank 
governor." 


Council of 
Europe add-on 


INTtRNATlONALBONDS 

By Edward Luce, 

Capital Markets Editor 

The Council of Europe and 
Mobil Canada yesterday pro- 
vided some diversion, issu- 
ing bonds into an otherwise 
lacklustre pre-holiday mar- 
ket. The Council of Europe, 
a supranational that funds 
social and human rights pro- 
jects. added $350m to its 
seven-year S-lOQm offering of 
last month. 

The original offering, 
priced to yield 76 basis 
points aver the five-year 
Treasury, had tightened in a 
frenzied market to a spread 
of just 38 basis points but 
has since widened. 

Yesterday's add-on was 
priced at a spread of 62 basis 
points over the benchmark. 
UK institutions and Swiss 
retail investors dominated 
distribution. 

Mobil Canada chose an 
unusual moment to launch a 


WORLD BOND PRICES 


benchmark offering, given 
that its parent company is 
about to be acquired by 
Exxon in the largest indus- 
trial merger in history. 

The £3 00m offering was 
guaranteed by the parent at 
a rating or Aa2/AA. How- 
ever, both leading rating 
agencies have placed Mobil 
on review for possible 
upgrade In the event of its 
merger with Exxon. The 
bond was priced at a spread 
of 60 basis points over the 
Treasury, a five-basis point 
pick-up to British Petro- 
leum's dollar benchmark. 

A Sl.5bn four-tranche 
offering by Mexican state oil 
company Pemex performed 
well yesterday, its first full 
day of trading. The bond - 
the largest by an emerging 
market borrower since the 
Russian crisis - included an 
AAA tranche credit wrapped 
by MBIA-Ambac. 

This enabled the borrower 
to break through the sover- 
eign ceiling and attract non- 
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New international bond issues 
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■ US DOLLARS 
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11/98 was Increased to SFrl^Sbn. I) Over Viterpoteted yield, fl Dr£0bn launched 4/12/gp was increased to Dr3Qbn. I) Long 
1st coupon, q) Quarterly coupons, s) Short 1st coupon. 
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emerging market funds. It 
was backed by revenues 
from oil sales to the US. 

Walt Disney's $600m offer- 
ing. its first global bond 
since 1996. was also well 
received. It was trading at 


its launch spread of 68 basis 
points over the five-year 
Treasury last night 
Disney has issued a num- 
ber of private medium-term 
notes in the past few weeks 
but was persuaded by Leh- 
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man Brothers, joint lead 
with Bear Steams, of the pri- 
cing benefits of larger, more 
liquid public offering. 

Israel and China are 
expected to launch yankee 
bonds in the next few days. 
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CB0T elections highlight 
discord over pit trading 

The challenger, has focused on technology, writes Nikki Tait 


T he phone rings on the 
desk of Patrick Arbor, 

rhairman of the Chicago 

Board of Trade. It isa trader 
colleague, offering to lobby 
for Mr Arbor in the forth- 
coming Chicago Board of 
Trade elections. “Good." 
says Mr Arbor. "I need you." 

just how much will 
become clear tomorrow, 
when members of the 
world’s largest futures 
exchange vote in the bien- 
nial ballot. ■ The betting 
favours Mr Arbor who. at 62, 
is trying to retain a position 
he has held for three consec- 
utive terms. 

Big futures trading firms, 
it is said, will prefer him to 
his challenger. David Bren- 
nan. To have any chance. Mr 
Brennan, a 41 year-old inde- 
pendent soybean trader, will 
have to poll strongly among 
other locals". 

Whatever the outcome, the 
election process has acted as 
a focal point for some of the 
discordant rumblings that 
have echoed around the 
exchange in recent months. 

These largely stem from 
the uncertainty faced by tbe 
big traditional pit-based 
exchanges as consolidation 
sweeps the financial services 
industry and customers 
become more cost-conscious. 

Seat prices at CBOT have 
dropped more than 40 per 
cent as cheaper electronic 
trading systems continue to 
threaten. 

Mr Brennan, representing 
the third generation in his 
family to be a member of the 
exchange, has conducted his 
campaign with using a well- 
organised internet site and is 
clear about his concerns.. 
“We’re way behind in tech- 
nology.” he says, bluntly. 
“We need to spend our 
money more wisely. And we 
need a plan.” 


Hiph on his list is more 
automation to bring the 
orders to the traditional 
floor - he cites the achieve- 
ment of the Chicago Board. 
Options Exchange, where 
more than SO per cent of 
orders flow in electronically. 

i.ikp many members, the 
younger trader also 
expresses reservations over 
CBOT's planned link with 
the all-electronic German- 
Swiss Eurex exchange. 

He worries about the role 
Andersen Consulting has 
been given, as consultant 
and overseer of the two 
exchanges' new technology. 
He also points out that 
CBOT members have yet to 
see terms of the contract 
between the two exchanges 
and that it is unclear who 
will get access to their 
linked electronic system. 

“There are some good 
parts to the Eurex alliance, 
but the whole thing has to 
be looked at carefully . . . It's 
an example of bold 
announcements and flawed 
process." he says. 

The challenger makes 
clear that bis criticism of 
recent expenditures is not a 
direct criticism of the deal 
done by CBOT and Dow 
Jones for the use of the lat- 
ter’s US equity indices. 

I nstead, he points to a 
broader increase in expen- 
ditures. from S93m to 
$149m between 1992 and 
1997. But others are more 
specific: Peter Todebush. a 
former second vice-chairman 
at the exchange, says the 
cast of the Dow indices has 
never been fully disclosed. 

Mr Arbor takes all this 
with a mixture of good-hu- 
moured exasperation and 
counter-punch, saying he 
will stand on his record. In 
most membership organisa- 
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tions everyone thinks they 
know how the place should 
be run. he notes. "Every 
election has been a contest - 
the debate is healthy.” 

On the question of auto- 
mation. however, he claims 
that different exchange 
structures make compari- 
sons with CBOE unrepresen- 
tative. "1 think people who 
oppose me shoot from the 
hip - LMf Brennan] hasn't 
done his homework." 




Arbor says more 
needs to be done, but 
he also points out that 
some automation has 
arrived recently, allowing a 
couple of big firms to shed 
nmne rs. By the middle of 
next year, he suggests. 30 to 
40 per cent of orders could 
flow’ in electronically. 

As for Eurex. Mr Arbor 
concedes the formal contract 
has taken longer than expec- 
ted to finalise. He believes 
the alliance is a valuable 
link, giving the exchange 
access to euro contracts, as 
European capital markets 
expand on the back of mone- 
tary union. Together, the 
two exchanges, and their 
respective distribution 
systems, will create critical 
mass, he says. 

On the details. Mr Arbor 
acknowledges that Andersen 
has become “a lightning rod 
for some criticism", but says 
there is no binding require- 
ment to use the firm for all 
future technology work. 

As for criticism on the 
Dow indices, he says: "Any 
member who's . talking 
[about that] is somewhat dis- 
ingenuous. hecause they 
know that we can’t disclose 
the terms - because Dow 
Jones won't let us. 

“Elected representatives 
made a decision and it was 
the right decision." 
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Sterling slides as rate decision nears 
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MARKETSRH^ORT 

By Alan Beattie 


Sterling fell against the 
D-Mark and dollar yesterday 
as the possibility rose that 
the Bank of England's mone- 
tary policy committee (MPC) 
might cut UK repo rates by 
another 50 basis points on 
Thursday. 

Short sterling contracts 
were little changed after sub- 
stantial rises at the end of 
last week, but the currency 
sank throughout the day. By 
the end of trading in London 
the pound had fallen to 
DM2.770 and $1,652, two 
pfennigs and over a cent 
lower than on Friday. 

Yesterday brought more 
bad news for sterling in the 
form of data showing manu- 
facturing output in the three 
months to October falling by 
0.7 per cent, with the rise 
over the year just 0.2 per 
cent 

Weak survey data at the 
end of last week showed that 


the service sector was begin- 
Q lng to display the same 
weakness as gtannfagfiT rin g . 

A calmer day is the US 
equity markets plus more 
scepticism about the politi- 
cal will behind Japan's fiwyl 
package helped to push the 
dollar back up above Y120 at 
one point yesterday. The dol- 
lar closed at Y1I9.6, up from 
Y118.5 on Friday. 

■ The Taiwanese dollar 
surged to an eight-month 
high against the US dollar 
yesterday as- a thumping 
election victory for the 
Nationalists was seen as. a 
vote of confidence in the par- 
ty's policy of standing up to 
China. 

A cut in Interest rates in 
Taiwan, ironically following 
a similar action by China 

■ POUND IN NEW YORK 
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over the . weekend, did Utile 
to dent the currency’s 
strength. 

The Taiwan dollar finished 
European trading hours 
highur against US dollar 

yesterday, closing at 
TS32.343 compared with 
T93&35S on Friday. 

This was despite the Tai- 
wanese, central bank cutting 
25 basis points off its key 
Interest rates yesterday. 

"Markets reacted posi- 
tively to the Taiwanese [elec- 
tion] results. although -they 
were largely as expected," 
said Jonathan Chapman, 
regional head of foreign 
mhanp at Standard. Char- 
. in ijndiy "And there 
was little or no currency 
impact from the rate cut." 

With recent capital flows 
into east Asialargely related 
to hade car equity purchases 
rather than currency market 
speculation, interest rate 
cuts can increase the attrac- 
tiveness of currencies by 
relieving fears of further 
recession or financial mar- 
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ket liquidity shortages. 

The Chinese renminbi also 
after the cen- 
tral bank cut an average 50 
points off bank lending 
and deposit rates. 

■ Comments by Goran Pas- 
son, the Swedish prime min- 
ister, that a weak currency 
could be good for Sweden’s 
economy helped to drive the 
krona weaker against the 


D-Mark yesterday. 

“So far a weak kro na has 
not been a disadvantage for 
us," Mr Peresan was 
reported as saying in an 

interview published yester- 
day. He added that depreda- 
tion in the krona could help 
stimulate the economy at a 
time of falling demand. 

Although Mr Persson 
added that a strong krona 
would be in Sweden’s inter- 
est in the longer term, cur- 
rency traders sold the krona 
in expectation of cuts in 
interest rates. By the' end of 
trading in London yesterday 
it bad fallen to SKr4A6Q 
against the D-Mark, down 
from SKr4A18 on Friday. 

. “i th ink there is flgflwitAty 
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at least one more rate cut in 
the pipeline." said Peter 
Undqvist, analyst at HSBC 
in Stockholm. “And there is 
a good chance that it will 
come before the end c£ the 
year." 

Mr Lindqvist added that 
the prime minister’s 
reported comments had been 
“unhelpful” for the krona, 
and that there had been 
some expectation that the 
prime minister would seek 
to issue a clarification. 

Like all European non- 
euro zone currencies, the 
krona may face a rough ride 
in the new year if currency 
markets demand a risk pre- 
mium to hold it. “It will 
probably be the end of the 
second quarter before we see 
a reversal of the weakness 
from this source.” said Mr 
Lindqvist 

But he added that a posi- 
tive move by the Social Dem- 
ocrats to support entry into 
monetary union should 
strengthen the krona in the 
spring and summer. 
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CONTRACTS & TENDERS 


r 


INVITATION TO TENDER 

FOR THE PURCHASE OF SHARES OF KONZUMRANK LTD 


1/ Tbe Magyar Fqlesldsi Bade RL, (Boufasian Develo|ineat Bank Ltd berdnafier rdcoed » a* “MFB Ri.") authorised by dm shareholder* specified in Scaioii 3. 
beta? hereby 

Is in a twb-raemd tender- 


far tfce|M rr* — r af«bMtoMreaMf K a rif ta alt Lid M Sectm Rhetor. The Brat rvd of toe wro-FOMsd leader in gpst* toT hM de r. 

The reguWxed capJto of Kcazmfank Ltd ii HUF 4JS3I.413.000 iq wcs irt fay 4^31413500 mbtes d onlisy tames, each ra p re wi taM g fta same righli, and 
ssith a aominta vahw of HUF 1,000 each. 

21 IT MFB Rt deesdea lo hold a aeooad nood, saS raend vrfll be doaed id tauieras other dsn those selected for further tackfiaK n dm Bat roauL 

3/The pvpoK of the inviwtcB) to tender is W acO the tatarca held by tba tamdtdden of KoBaaobanli. Ud lined bdow. at weU a* tames net nharined fl» Ac ahaie- 


Name of ahareboldor 

Nominal value (thousand HUF) 

% 

1. Magyar Fc^emtoi Bank KL 
(Hoaprim Pwriipvat Bank Lid) 

3J54054 

74.94 

2. Magyar Beftktetfa H VagycokesdoKi. 

(Uuagaisac favemert and Asae* Manavaneat Ud) 

36.720 

001 

3. Sbgyx-EztAm*t4<x&hnix6 6* Bcfetaoi* RL 
(HungMrian Securitka Ttafiog md faveutmeu Ltd) 

171,414 

3.71 

4.TplmtiaKfi 

592019 

13X8 

i Bros L-4., L*. MFB Xt Gro*p, Wtat~ 

4JS5J97 

9L71 

6, Rmi^tot*i 

152X53 

3J6 

7. Shniart: Admitted fix rimetanp 

W17 

0.18 

5 finer 6 mad 7, Mat 

I6BJ70 

3M 

9. The Block of Stans to be sold, acral 

4315077 

9505 


4/ The wfaums bidder am* oonpty vnrt {be pravWou of Art C3CL of 1996 oo The Offering of SeaatMcs, tovcsoacM Sovices aod die Stack Esctaaga inilickUn to 
tfa acBdatatitooftwblietiBritotcoBBiiBaes aewdlMaeidewaiprovitaoafof AaOQJV.of 1997cmBugriesaAnodarinpa. 

Si VaGd leaden Bay be aabrated ody and excfotaveiy fcr (be entirety of *e Block of Stmts wtgec! u> ibe bidder spedfyisg a bid price. Tho bid prica may be equta 
to or U^er than die bmil price, fha fimh price fcr each abate of HUF 1500 b HUF 1,300. Le. in mta aa aasooBl in Haagataan Foriats ccsrcapnufiag la 13034 of tbe 
tKaanta value of tbe Block of Share) to be sold. 


57 Buie drta of the Bank 
Corpora name 
Short fern corporate asae: 

Kep rtera d office: 

No. of ic lifirar of incoi pfra ioK 
Bqotay capital aa of September 30, 1998; 
ftmfii before tax as of September 30, 199S: 

Nnmbec, type dna sad aonuta valoe of tames 

11 The offiqal tangasgg of the leader is tfac Hongbiao iimpmge. 


K uBBads alr-Kseta Mdehni Barte KtevfaytSmskg 
KDNZUMB ANK Rl 
B-I054 Budapest, TEUby a. 4. 

Cs- 01-10-041062 
HUF 5^00 million 
HUF 122 m3! ion 

<513413 icritaacd ordinary tames each r epresen ti ng the i 
with a nominal value of HUF 1.000 each 


rights. 


3/ Tonka must be gnbmitfed b 6 copies taro ap m tbe Hungarian language in sealed covdopes bearing do corpomc naate at the address specified below. Foreign 
cadgers may wbinii thtar t ender in Lang uages other ban the Hungarian lan g u a g e, however, a eu tided twnritoon of such tenders must alts be iwi m 

inch cases the toatganan ta ngna g n venion shafl prevaiL 

V Deadline of the lodging «f teados 
KVTeades urnta be lodged to 


1 1050 and 1250 ajn-CCT. IS Jbumaiy 19». 
the offices effaoHMnp uis a De e el i pmen t Ba nk Lid 
H-1951 Bodapest, NMor u. 31, Confercscc Room \4. Ground Flow 


11/ The fin aod al rermc md emxfaions gipl i abl e to todea and the method and schedule of pa y ment are set otu in more derail m the Invitation to Tfcodex. No 
j aspa umi nn e«toon«, E-fcaas, paymeal m ma s hnreui crorherhendis mpy be uaedm toe cranae of payment. 

12/ b order to prove their ioientioo to lanchaic the tames l ea der m most transfer HUF 50 nriUica or a con spondmg amouni m any other foresga cunency 
■ec n gi imd by the Vanonal Bmdr c/Singary as c o nv atib iB amoscy tn MFB RL aa retenhon money, 

[3/ The detafled bvitatioB to Tender h availabfc at tbe reccpiieB of the Hmyrmi Dt s U o ptoei ta faulr LM ur may be pe n d ta there hrtemacd mb re gsm t. 

.V Ike bftsma&a htaoraBdum setotg out die key economic drta deemed to be btporani fiv tenderers cootafadcs an mtegnl put of (be detailed Invihfam to 
fender and may be piMcfasse at 


lLad (B-1951 Bbdapot, NMsr a. 3L) is person betweca l and 19 Dccambcr, 1998 
brtwten 1600 and 1150 aja, and 150 rod 350 pm. ao Mondays to Thursdays (between lOBOaad 1250 am. on Fridays), and in the 


el tbe 


pike of HUF 300500 4- VAT to 


No. GIRO 14990012-00321090 wt fbt Hmgarmn De 


•fa tank 
mBaadi Ltd ala dale 


■ntna^y agrmd span by the parlies mbjact to toe signing by the tenderer «fa CoBfidrotblity AgroemenL 

Tenden may be BtfamiScd atasect to (be purchase of flic bdonnation Mcmonndmn. 

Sf Harter isfbtmaikn may be obamed fiom DrftadoifFrtaacE, Dscaor at CJ6-1H2WS7S or hhs. D6a Madams^ Meuidi. Senior Manager it C36-1)428-IS7S. 
61 MFB RL has the ngjta to dedare the tender unsuccessful ta any stage thereof wilhort giving my reasons whtasoever. 


P*r i _li l 

Ne want your 





^jej.^+r 77’.' r: " T 
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COMMODITIES & AGRICULTURE 


FARMING CREDIT CRUNCH IN CANADA^ 

Producers 
seek faster 
federal help 


Brent crude oil dips below $10 a barrel 


MABKET S REP ORT 

By Robert Gorzine 
and Pad Salman 


By Scott Morrison in Toronto 

Canadian wheat and pork 
producers are concerned and 
frustrated that the federal 
government has moved so 
slowly to provide emergency 
assistance to help them 
through a severe financial 
crunch caused by low com- 
modities prices. 

The federal government is 
considering a CS900m 
(US$589 m) two-year package 
to help farmers whose 
income drops more than 70 
per cent from last year. 

The Canadian Federation 
of Agriculture has called on 
Ottawa to provide C$400m 
this year and CSSOOm next 
year. Federal binding would 
represent 60 per cent of the 
emergency aid. while provin- 
cial governments would put 
in 40 per cent. 

The CFA also wants Ott- 
awa to commit C$4Q0m for 
each of the following two 
years to set up a permanent 
emergency fund. Federal 
officials want to announce 
an aid package before Christ- 
mas. but assistance will not 
be provided until farmers' 
annual incomes are calcu- 
lated during the first quarter 
of next year. 

A government pledge of 
assistance would let farmers 
stretch already extended 
lines of credit. Many have 
complained that they are 
depleting savings and their 
children's education funds to 
stay afloat. 

The farmers are frustrated 
because they say it was clear 
a wheat crisis was looming 
as early as this summer. 
They feel Ottawa was also 
slow to react to a September 
crash in pork prices. 

“The feds have waited to 
the last possible moment to 
recognise the problem, much 
less to do something about 
it," said Nettie Wiebe, who 
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LONDON METAL .EXCHANGE 

(Pitas (ran Amatgainalnj Metal Tradng) 
■ ALUMINUM, 83.7 PUVTY (S per kune) 


recently stepped down as 
president of the National 
Farmers Union. 

Wheat farmers and hog 
producers are suffering their 
worst crisis in decades -as a 
„ supply glut has pushed 

prices below production 

costs. 

Keith Robbins, a spokes- 
man for Ontario's pork pro- 
ducers association, said 
producing 100kg of pork 
costs farmers C$135. but 
- prices have fallen to about 
C$56 for the same amount. 

Saskatchewan farmers, 
most of whom are grain pro- 
ducers, have been the hard- 
est hit by low wheat prices. 
Hal Cushion, a 'director in 
the province's agriculture 
ministry', said net cash farm- 
ing income in Saskatchewan 
is expected to fall from 
C$1.6bn in 1997 to C$lbn this 
year and C$600m in 1999. 

Lome Hehn. head of the 
Canadian Wheat Board, the 
export marketing monopoly, 
recently blamed low grain 
prices on US and European 
farm subsidies that encour- 
age high wheat production. 

Wheat farmers were also 
reeling from the. 1996 cancel- 
lation of transport subsidies. 
The full effects of the sub- 
sidy removal were not felt 
until thic year because of a 
one-time benefit pay-out and 
strong wheat prices in the 
past few years. 

Statistics Canada, the fed- 
eral agency, said recently 
third-quarter Canadian 
wheat sales receipts were 
down about 40 per cent from 
the year before, while hog 
sales revenues fell 26 per 
cent 

The outlook for the fourth 
quarter was equally dire, 
with the agency predicting 
net cash income would be 
down substantially. It 
warned that the situation 
will likely worsen in 1999. 


Brent oil futures yesterday 
dipped below the $10 a barrel 
level for the first time in the 
10-year history of the con- 
tract. At one point. Brent 
Blend for January delivery 
fell to *950 a barrel, before 
recovering in late trading to 
$1053. up 14 cents cm Fri- 
day's close. 


The latest bout of price 
weakness comes amid con- 
tinuing evidence that the 
Organisation of Petroleum 
Exporting Countries is fail- 
ing to comply with agreed 
production cuts. 

Various surveys suggest 
that in November, Opec fell 
well short of its 2.6m barrel 
a day target for production 
cuts. A Reuters survey esti- 
mated Opec’s November out- 
put was up by 270,000 barrels 
a day to 27.43m b/d, a 65 per 


cent compliance rate, while 
Petroleum Argus, an indus- 
try newsletter, put Opec 
compliance at 73 per cent 

A promise by Hugo 
Chavez, the Venezuelan 
president-elect that Caracas 
will abide fully with its 
promised cuts appeared to 
have had little impact Some 
surveys suggest Venezuela 
has implemented less than a 
third of its promised cuts. 

The markets also shrugged 
off news that Norway, the 


second biggest crude 
exporter, will extend its cur- 
rent 3 per cent reduction in 
output into next year. 

: Copper remained around 
the 11%-year lows reached 
last week on the Loudon 
Metal Exchange, the three- 
mouth contract closing at 
$1,525 a tonne compared 
with Friday's $1,519. 

Three-month aluminium 
gained $10 to $1574 a tonne. 

• Global sugar production 
will continue to outstrip con- 


sumption, but Australia’s 
/ay»A crop offers one of the 
few constructive factors for 
futures prices, according to 
ED&F Man. Although physi- 
cal damage to the cane has 
been limited, heavy rains 
and storms have, cut extrac- 
tion rates, the broker said in 
its latest sugar report 
“5t seems certain the [pro- 
duction] forecast will have to 
be lowered substantially 
from our October estimate of 
5.45m tonnes raw value. 


already well down on the 
1997 crop of 5.9im tonnes. 
ED&F Man said. . 

However, the broker addpii 
that supply shortfalls would 
not alter bearish statistics 
for some time and any price 
recovery would be muted. 

The March contract fur 
white sugar futures on the 
London International Finan- 
cial Futures and Options 
Exchange was 5245.50 a 
tonne in late trading, against 
Friday’s close of $244.40. 


Argentina fights mate glut 
with export market push 

The drink is making inroads in the Middle East, Asia and Europe, 
but the big prize is the US, writes Andrea. Mandel-Campbell 


M ate, the bitter herbal 
infusion that is Argen- 
tina's national drink, 
is facing a production glut 
Since the industry was 
deregulated in 1991, produc- 
tion of the drink made from 
the leaves of the mate plant, 
a type of holly, has increased 
85 per cent to an estimated 
300,000 tonnes. 

Added to recently planted 
crops, Argentina will be fee- 
ing an oversupply of 12 to 18 
per cent by the end of the 
. next 10-year crop cycle, 
1 according to Fundarion Med- 
iterranea, a local think-tank. 
, The consequences are 
already being felt. In the 
past two years, prices for the 
raw materia] have dropped 
60 per cent. 

The fell in raw material 
prices has translated to the 
retail market, where increas- 
ing competition among the 
country’s more than 100 
mate brands, including the 
recent launch of supermar- 
ket labels from France’s 
Carrefour and local grocers 
Norte and Disco, has seen 
prices slide 15 per cent in the 
past three years. 

Mate producers are count- 
ering the competition with 
increased advertising, pack- 
aging improvements and by 
introducing new products. 


The drink is prepared by 
placing the ground herb in a 
gourd, which is then filled 
with warm water and drunk 
through a metal filtered 
straw. A time-consuming 
practice that is usually done 
in a group, mate drinking 
has even had to be banned 
from some Buenos Aires 
offices. 

Establecimiento Las 
Marias. Argentina’s leading 
mate producer, has intro- 
duced the country's first 
mate vending machin es and 
launched “mate listo”. or 
instant mate, which sells for 
$1.50 and includes 35 grams 
of mate, two sugar packs 
and a plastic straw. 

There has been a 65 per 
cent increase In mate con- 
sumption since the 1980s and 
Argentines consume 7kg a 
year each of the infusion. 
Only Uruguayans surpass 
them in their zest for the 
warm green liquid. 

But the real challenge is 
whether Argentina can take 
the unique product abroad. 
Exports have grown 250 per 
cent from 17,000 tonnes in 
1990 to 43,000 tonnes in 1996. 

The majority of exports, 
mostly in bulk form, are to 
neighbouring countries, par- 
ticularly Brazil, itself the 
world’s second largest pro- 


ducer of mate, harvesting 
17Q.Q00 tonnes in 1996. 

The other big market is 
the Middle East. Exports 
have gro w n from 3m kg a 
year a decade ago to 11m kg 
in 1997. Cruz de Malta, a 
brand of mate, has seen 
exports to Syria double in 
the past five years to 8m kg. 

In spite of a 60 per cent 
share of the market, the 
company's Syrian business 
partners are having to boost 
brand promotion for the first 
time this year with competi- 
tions for free tracks, and col- 
our TV sets. 

. The brand is facing 
increasing competition from 
other producers such as Las 
Marias, which plans to build 
a packaging plant in Syria 
next year. 

S ome in-roads have also 
been made into Spain. 
Germany and Asia, 
where the herb, marketed as 
the “green tea of South 
America" is touted as boost- 
ing sexual potency, but the 
big prize is the US. where It 
has caught on among a new 
tea house trend. 

-The challenge is to try to 
get new consumers and con- 
vert them," says Paul Nava- 
jas. head of foreign sales for 
Establecimiento Las Marias. 



A time-consuming practice, mate drinking has been banned from some offices 


Panes Retires 


"It's a very slow process 
and you have to be patient, 
but there’s a fair amount of 
interest where we never 
thought there would be.” he 
adds. 

jjta Marias estimates sales 
to the US will nearly treble 
this year from 50,000kg in 
1997 to 130.000kg. While 
exports to the US are still a 
relatively small 300.000kg a 
year, the herb is increas- 
ingly appearing on tea house 
menus as a premium medici- 
nal tea. 

The Republic of Tea. the 
US tea distributor behind 
much of tea’s renewed popu- 
larity. sells its high end 
"Mate Latte” blended with 
cocoa and almonds. 
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MEAT AND LIVESTOCK 
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Along with a host of 
health benefits attributed to 
various vitamins and miner- 
als contained in mate. Us 
appeal is rooted in a chemi- 
cal substance called mate in e. 

Although similar to caf- 
feine, mateine possesses a 
different molecular binding 
which induces sleep. The 
Colorado-based Jaguar Mate, 
an environmentally-minded 
company founded in 1995. 
lists “spirit energy”, "stress 
release" and "sexier sex” 
among the 21 reasons for 
drinking the herbal infusion. 

The company sells only 
certified organic mate and 
plans to increase monthly 
sales of $10,000 to $50,000 in 
the next year by targeting 


JOTTER PAD 


health food stores and uni- 
versity campuses. 

Colonia Liebig, one of the 
country's 10 largest mate 
producers, plans to intro- 
duce a new cold mate drink 
in Argentina this January 
with the eventual goal of 
launching it in the US. 

"Ten years ago we didn't 
have the production levels. (■ j 
go abroad and five years aiA 
we didn’t have the kind c»' 
advertising and publicity 
organisation that we have 
now." said Gustavo Quatrin, 
Colonia Liebig manager. 

“Now we can think about 
the world because we have 
the production and the 
potential to aspire to becom- 
ing a global company.” 
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ACROSS 

l Mentiou a change put for- 
ward (8) 

S A view of time and space 
perhaps (6} 

9 Interpret the prisoner's 
right (8) 

10 Express disapproval 
against the aim C6) 

12 Genuine confused bit of 
understanding in the Act 
(9) 

18 Tree. Hardy? Not entirely 
(5) 

14, 16 A reminder of Paris * 
(4-7) 

1WI Music centre (7,4) 


siM 


DOWN 

1 Close around court for a 
delicious drink (61 

2 Make a note of the time <8> 

3 Chemical: possibly inert (5) 

4 Custodian set out in 12(7) 

6 The vessel's ordinary but 
having reduced powers (9) 

7 Man taking time up like a 
recluse (8) 

8 Scrap dealer meeting 
English duke is staggered 
( 8 ) 

11 Swindle in lifted water- 
proofs (4) 

is Corresponding (not neces- 
sarily in writing) (9) 
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24 whm ^ k . 

25 S c^“ y 1 ) aBenble 31 one 18 Sf/hH beneath the i 

27 Go rniinri , .. V* ©J / 


call (3 *» 4) — russiDiy reit neneain me j 

27 SSkSKS tWU ‘ y ‘“ e 10 fSSML.artW ' 

28 Jack has to command +■ no one ohjection ~ fish 

29 The Month's ° if* 22 Natural tan ^ e in a net (8) 

Quicklv 23 information on the girl to I 


quickly f or 
insect .... (6) 

30 ....and the rest ( 8 ) 


sure 

ttetante 


the city (6) 

28 Band losing leader? That's 
rubbish (5) 
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FINANCIAL TIMES TUESDAY DECEMBER S ! WS 


LONDON STOCK EXCHANGE 


Footsie drifts lower despite international support 


MAR^RETORT 

By Philip Goggan, 

Markets Editor 

The UK stock market inched 
lower yesterday as traders 
marked time ahead of the 
big decision of the week - 
the Bank of England's inter- 
est rate announcement on 
Thursday. 

Sentiment in London was 
given a lift by Friday's 
strong close on Wall Street, 
where the Dow Jones Indus- 
trial Average regained the 
9,000 level, and by a near 4.7 
per cent jump in the Hong 
Kong market 


The FTSE 100 Index accor- 
dingly reached its best level 
of the day, up 42.9 at 5,624.8, 
in early trading but It was 
slow going for the rest of the 
session. 

The latest UK data 
reminded investors of the 
weak state of the economy, 
which some analysts believe 
is already in recession. Man- 
ufacturing output fell by 0.4 
per cent in October, bringing 
the annual decline to 0.5 per 
cent. Industrial production 
was flat on the month. 

The figures helped to rein- 
force the view that the Bank 
of England's monetary pol- 
icy co mmi ttee will cut inter- 


est rates by a quarter or a 
half of a percentage point 

The rate decision looks 
Increasingly like the last 
important event for the UK 
market before traders start 
winding down ahead of the 
Christmas holidays and the 
introduction of the euro in 

the new year. 

Rate cut expectations 
helped sterling slip back 
below 200 on the Bank of 
England’s trade-weighted 
index, giving some much 
needed cheer to the hard- 
pressed exporting sector. 

On the corporate front, ‘the 
main news was the takeover 
of US utility FadfiCorp by 


Scottish Power. However, 
the deal did nothing for Scot- 
tish Power’s shares and 
offered no support for the 
overall market - bids for 
overseas companies do not 
put cash in UK investors’ 
pockets. 

And British Aerospace 
confirmed weekend press 
reports that it was in talks 
about a possible link-up with 
a European company as part 
of a reorganisation of the 
defence industry. - 

Despite the corporate 
news, the market did little 
more than drift for much of 
the day and Footsie slipped 
into the red in the last few 


minutes of trading, closing 
52 lower at 5,576.7. Medium- 
sized and smaller stocks did 
modestly better, with the 
FTSE 250 up 2JJ at 4,753^ 
and the SmaUCap 1J2 higher 
at 2,019.6. . 

-We remain optimistic on 
the outlook for the UK stock 
market on the basis that the 
likely do wnw ard adjustment 
to 1999 earnings estimates is 
already fully reflected in 
stock prices," says Ian Scott, 
UK strategist at Lehman 
Brothers. “We now expect a 
full 50 ba sis point reduction 
(in rates) at the coining 
December monetary policy 
committee meeting and a 


progressive reduction to 5 
per pjput by the end of 1999. 

“With this lower short rate 
environment and universally 
benign global inflationary, 
outlook, we now expect gilt 
yields at the lfryear matu- 
rity to decline to 3 J9 per cent 
over the coming 12 month 
period, from their current 4.6 
pm 1 level. We aid up 
with a projected rise in the 
UK equity market of about 
15 per cart by the end of 
1999, leaving the FTSE 100 at 
the 6,400 level" 

Volume was a sluggish 
669m shares by the 6pm 
count, of which 48 per cent 
was in non-Footsie stocks . 
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ICI finds 
support 
at last 

COMPANIES REPORT 
By Peter John and 
Steve Thompson 

ICI gained 24 to 570p, the 
best performance in the 
Footsie, as the embattled 
chemicals major finally 
found a glimmer of support 
within the City. 

The comparatively new 
chemicals team at Lehman 
Brothers initiated coverage 
of ICI with a positive recom- 
mendation and a 700p share 
price target, according to 
dealers. 

Analyst Oliver Fear, at 
Morgan Stanley and UBS 
over the past 18 months 
before landing at Lehman In 
March, declined to comment 
on the research. But dealers 
said t j»hnian was citing the 
improvement to cashflow 
prompted by the falling in 
capital expenditure. 

Some US brokers have 
been highlighting ICI's 
attractions to so-called value 
investors. On the other hand 
most UK analysts remain 
nervous about ICI's high 
gearing and one said that a 
change of heart was unlikely 
until there was any news on 
the planned $75 0m disposal 
of the pigments division. 

The division is to be sold 
to DuPont of the US and the 
Federal Trade Commission is 
expected to give its ruling on 


the sale by the end of the 
year. 

. Recently', the Indebted UK 
chemicals group suffered a 
setback with the announce- 
ment that the $455m sale of 
its Crosfield subsidiary to 
WR Grace of the US had col- 
lapsed. 

A retail sector still bur- 
dened by the recent welter of 
profit downgrades and sur- 
veys indicating a sustained 
decline in consumer spend- 
ing, provided one of the best 
performers in the FTSE 100 
InGUS. 

The latter’s shares 
responded to a positive note 
published by the retail team 
at Deutsche Morgan Gren- 


FT 30 INDEX 


fell, who initiated coverage 
of the company with a “seri- 
ously undervalued 1 * recom- 
mendation. DMG said it had 
put an 850p a share end-1999 
target price on the stock. 

DMG's team said: “Since 
the arrival of David Wolfson 
from Next in August 1996. 
GUS has undergone the larg- 
est reconstruction the UK 
retail sector has ever seen 
involving 20 acquisitions and 
disposals and spending of 
nearly £4bn. 

“The company is now 
focused around two core 
businesses, information and 
services and UK remote 
retailing, both which we con- 
sider to have good growth 
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An Affiliate of the National Bank of Greece 

ROMANIAN PRIVATISATION 

IT BINDING OFFERS FOR THE ACQUISITION 


The STATE QWERSHff* FUND (+SQF+) b c onte mp ta feig the sate ol the majorty state hold in fte company SC 
GUNASA (-GUNA- or -Company-) in Romania, on the basis ol the provisions of tha Emwgancy Ordnance Na 
W1997, approved by L 44/1998, andihe methodological norms approved by Govwnment Decree 55ft3S8 and 
Gowmmart Decision 361/1906. The procedure to ba foknwd Is that of a sate throu^i DflECT NEGOTIATION, 
into tfwfckMng terms and condWoro: 

a. THE OBJECTOF T>£ SALE; The Oansacion refers to the safe of 1.087,634- shares reprasanfing 96. 197% cflhe 
starahdtos equity of the Company. The shareholder washing to bansferte hofcSngo SOF, which holds 1,087,634 
shares. The remaining 43jXJ7 shares ol the Company are being held by private individuals. The offers to be 
submitted by interested parties must refer to the total amour* of shares offered for sale. 

b. SUWIARY INFORMATION: The Company engages h (he Wtowtog main businesses: c ontract i ng, 
transportation, proce ssi n g , storage and trading of meat and meat products and performing services tar third 
parties. It mainly produces salami, sausages, meat conserves and smoked meat products, wtti si aggregate 
produefive capacity oJ 80 tonstfay. to tacStfes are located on the southern part ot Bucharest, in Gina. Popesti 
Leordoni St. Ikw county. Aerating to the pubfished financial data for 1997. the Company had a turnover of ROL 
18-1 bfion and a pre-tax loss ot ROL 105 baton. The shareholders equty of tae Company tar the year 1997. 
according to the last registration request n the Trade Register, amounted to fiOL 283 bfion. 

c. FMANCIAL ADVISOR TO THE SOF FOR THE SALE The role of F*wk»I Advisor (the -ArMsor-) to the SOF 
tar the sale Is assigned to ETEBA SA <12-14 AmaSas Aw, 102 36. Ataens. TeL (+301) 32S6296, Fwc (+301) 
32JXL383, Responsfcto: Mr A. Syrtas, Mr. G. Uomterratos, Mr. C. Mfeafes). 

d. TERMS AND CONDITIONS FOR SUBMITTING BINDING OFFBIS: 

l The present tender wff take pbee In accor da nc e wBhthe terms Included hereby hi this invitation as weB as in 
accordance with the terms provided far in the relative Presentation Be, ragaidless of whether such terns am 
repeated or not herein. 

Z The Presentafon Rte Is avaflabte to be purchased from SOF. Department lor Bids. Marketing and Forajyi 
Investors. 6 Sttvrapoleos Str, Bucharest 3, phone: (+401) 31 1.04.95, 312*1.30, 312.4231 tax: (+401) 312.18.41, 
daly from 8:00 ■ 1&00. irtfl (he day betare the deadlne tar the Purchasing Offer Submisaian. The sefing price lor 
the Pre se nt at ion Fh b ROL 12.000,000, paid to account No. 25l.1005e090a224ffomartan to* far 
Oavatapmert. Bucharest Branch. In order to participate in the tender process, the purchasing of the Pw se rtafan 
Re b oomfwbofy. The documents required for purchasing the Presentation Fie are (a) price payment proof ferthe 
Presentation Re. (b) Idanfflcalion card lor Romartandtraens, passport lor torwgners. W mandate tor the btatos 
company. 

& Interested parties are invited to submfMhek offer and business plan, atong with a* necessary documenb 
martionad to the PnsenaffonRe; to the SOF. Deportment far Bids, Marketing aid Foreign Investors, prior to the 
dMdto of 2fith Januwy 1999. 1200 ajn. AB oters and rotated documents must be enclosed In a sealed envelope. 
A The offer priceaROL72,131/shara. The total vteueol the shares representing S6 l 1S7%(1, 087^34 shareta tar sate 
is BOL7B.4S2.1 28,054. Otlera must expSdity mention the total price offered as weB s the way and *tm of payment 
& The unseaSng of fte offers submitted wi take place at t ADO. on Januay 28. 1699 and can be attended by all 
those who tme submitted a timely offer. 

a AB offers must be acco mp anied by a cash deposit to the Romana n Foreign Trade Bar* (8ANCORBQ, or by a 
Letter ol Bar* Guarantee in favour ot SOF vaBd far 1 00 days, tar the amount of ROL 2£53£63.850, denonrated 
it USD. 

ZThe ealers retain the right to deebro the tender process aborted if the prevaifing bid is not judged who«y 
satisfactory to thorn. 

& Those parties participating in the present tender process and submttng an offer do not acqiira any right, daim 
or demands from the presort irmtaSon and their partk^ation in toe tender process, against the Brier or la 
Advisor tor any reason or cause whatsoever. 

Atkfitonal tafcxmatan about the Company may be obtained from SOF. phone (+401) 303.63.66, tax (+401) 
3iaiaw. Suppiemertoy totonrafion may be found also on the SOFs web ste mw/soLm. 
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prospects and hig h barriers supermarket giants came as 
to entry." GUS shares ended no surprise to food retailing 
a net 17%, or 3.1 per cent, specialists. “I can’t remem- 
higher at 576%p. her a pre-Christmas when 

Among the other retailers the sector hasn't been dam- 
Marks and Spencer, which aged by exactly tills sort of 
was among the first of the thing,” said one. 

.front-line retail stocks to - “You simply have to 
come cMti about the slow- accept that this is the most 
down in high street spend- cut-throat retailing business 
ing, and whose shares were - of all and that now is the 
heavily sold in following most dangerous time of the 
weeks, rallied 6 to 400p after year. The big players have to 
exceptionally heavy trading protect their market share." 
of 15m. Boots, on the other He conceded that the super- 
hand, were 33 off at 950p. market giants cannot avoid 
Dixons, stfll being lifted on the countrywide decline in 
the prospect of re-entry into consumer spending, 
the FTSE 100 index, jumped 
20 more to 770p. Kingfisher, p^ji^ 00 rrff 
with a trading update immi- neianeito gu un 
nent, rose 714 to 524p. Goldman Sachs was 

The speculation surround- among brokers helping to 
ing Sears, the retailing erode confidence among the 
group, intensified yesterday food retailers, p ublishing a 
with the shares advancing sector report and downgrad- 
another 7 to 240p after keen ing J. Salnsbury from “mar- 
turnover of 2JJm shares. ket outperformed to “mar- 
Since the first stories ket performer” and reducing 
about a potential takeover of its current-year profits esti- 
the company broke last mate by 2 per cent and for 


week, the shares have risen 
38p or 19 per cent The latest 
twist in the takeover story 
suggested a management 
buyout could be on the way. 

The prospect of a price 
cutting war among the 


wae— tar wa mj m a rn t ml to t» 




next year by 4 per cent. 

Sainsbury was the worst 
of the food retailers, with 
shares sliding 13 to 462V4p, 
closely followed by Asda, 
-down 3X to 153Kp. Tesco 
dipped 2 to 162p and Safeway 
3% to 285Y.P. ‘ • 

>. Scottish Power wfeie sold 
down after analysts 


that would result from the 
issuance of new shares in 
the US to pay for the deaL 
Dealers also highlighted 
the strength of the stock as B ( 
rumours circulated. The — 
speculation included a possi- 
ble hid for Scottish from the ^ 
US and possible flotation of “ 
the Scottish Telecom arm. ■ t 
Some specialists pointed to “ 
Scottish Power’s unusually u* 
good luck in setting the 
number of shares that would B f 
be offered for PacifiCorp — 
stock at a time when Its 
shares were around their ^ 
all-time closing high, an 
Angelos Anastasiou at f* 
Credit Lyonnais said the “ 
company faced regulatory cm 
reviews in various areas and a t 
the deal with PacifiCorp was 
“a necessity if you want ^ 
earnings growth to resume". Jan 
However, Philip Hollo- 
bone, of WestLB Panznure. ^ 
likes , the deal and boosted cm 
his share price target by XXa 
lOOp to 800p, while reinforc- 
ing his “buy" stance. Scot- 
tish Power closed a net 66 off ^ 
at 609p with 12m traded. pt 
British Aerospace p 
remained in the van of the 
market, still responding to 
stories that a . deal involving 9 
the merger of its defence 
businesses is imminent 
Dasa, the tnaged Daimler-. 
Benx/Chrysler business, is 
seen .as favourite to link up • 
with Aerospace, whose 
shares added 15V4 at 51lp-. 

Powderject, the biotech 
company making p ainless 
injection products, lifted 14 
to 509p after strong figures 
and ahead of an institutional nfcr 
presentation at Sutherlands, 
the broker, on Friday. 

Some demutualised build- 
ing societies came' under K 
pressure as "CSFBuissued a 
cautious note on’'the : mort- - 
gage lenders. Alliance and ~ 
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responded cautiously to. Leicester fell 4TA to 850%p 
news of the generator’s pro- with dealers also mentioning 
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posed £4.7bn merger with 
PacifiCorp of the US. 

The shares fell almost 10 
per cent with investors in 
the US and UK fretting 
about the earnings dfluidon 


a note from ABN Amro. 
Halifax lost 17 at 847p. 

Recovery in Hong Kong's 
Hang Seng index saw HSBC 
rally 24 to £1&98 and Stan- 
dard Chartered 21 1 /* to 639p. 
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Collision avoidance sysfems from Rockwell Collins 
cleat the skies for safer flying. 
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Chinese and Wall St kick start Europe 


MARKET FOCUS 






WORLD OVEFMEW 

The drama of last week’s 
European interest rate cuts 
and big merger announce- 
ments was not repeated yes- 
terday, as bourses started to 
wind down for the holiday 
season, writes Philip Coggan. 

Only in Asia was there 
much excitement. Sunday's 
half-a-percentage-point cut 
in Chinese interest rates 
boosted confidence in Hong 
Kong, where rates had 
already been cut on Friday. 


Hong Kong Interest rates 
were forced up earlier in the 
year as the former colony 
attempted to defend its cur- 
rency peg against the dollar. 
The Hang Seng index 
regained the 10,000 level In 
the course of a rally of 
□early 4.7 per cent 
A fairly solid performance 
from the rest of the Asian 
markets, allied to Friday's 
rebound on Wall Street 
which took the Dow' Jones 
Industrial Average back 
above the 9,000 level, gave 


European bourses a kick- 
start. 

But with the level of Euro- 
pean interest rates for early 
1999 set last week, there 
were signs that the conti- 
nent's markets were starting 
to wind down ahead of the 
introduction of the euro in 
January. Liquidity is expec- 
ted to dwindle as financial 
groups concentrate on test- 
ing their systems for the cur- 
rency switch. 

"European markets seem 
to be range-trading rather 


th a n trending and could stay 
that way for some time," 
said Mark Howdle, European 
strategist at Salomon Smith 
Barney. 

“We recently reported that 
our valuation work was sig- 
nalling that markets were no 
longer worth chasing, with 
only a 6 par cent gain fore- 
cast over the- next 12 
months. The sharp falls of 
the past few days have taken 
markets back to a slightly 
more attractive buying level, 
but stm some way from the 


significant undervaluation 
we identified in early 
October." 

The last important event 
for the year for world mar- 
kets will be the meeting of 
the US Federal Reserve open 
market committee on 
December 22. Last week's 
strong non-farm payroll 
numbers, while reassuring 
investors about the dangers 
of a US recession, seem to 
have reduced the scope for a 
further cut in interest rates. 

Ian Morris of HSBC Eco- 


nomics said- "We continue to 
look for the Fed to cut rates 
to 4 per cent by mid-1999 as 
business investment and 
exports take gross domestic 
product growth down next 
year, but 1998 fourth-quarter 
consumption strength me a ns 
the timing of the next rate 
cut will have to wait until 
February next year." 

Wall Street opened mod- 
estly higher yesterday, with 
Investors apparently pausing 
for breath after last week's 
volatile trading. 


Telecoms are 
northern stars 


FDX delivers 
a surprise 
Dow package 


Dax slides on fading interest 


EUROPE 


AMERICAS 


US equities had an 
unusually quiet start to the 
week by recent standards, 
with the main market indi- 
ces ending the morning little 
changed, writes Rickard 
Tomkins in New York : 

The directionless trading 
contrasted sharply with last 
week's wild swings, which 
began with a drubbing for 
the Dow Jones Industrial 
Average and ended with Fri- 
day's 136-point advance. 

in early afternoon trading, 
the Dow was just 3.35 ahead 
at 9,019.49, and the more 
broadly-based Stan- 
dard & Poor's 500 index was 
3.07 ahead at 1.179.81. The 
technology-rich Nasdaq com- 
posite Index did a little bet- 
ter, gaining 18.22 to 2.Q2L38 

Traders said equities con- 
tinued to benefit from Fri- 
day's unexpectedly strong 
employment report, which 
indicated that the US econ- 
omy was holding up well. On 
the other hand, there were 
concerns about the outlook 
for Brazil and the extent to 
which US companies would 
be able to withstand the fall- 
out from any Latin Ameri- 
can downturn. 

One of the day's biggest - 
and most unexpected - gain- 
ers was FDX, parent of Fed- 
eral Express, which found 
itself transformed into the 
unlikely guise of an internet 
stock after an article In Bar- 
ron's, the financial weekly, 
pointed out that merchan- 
dise sold over the internet 
still had to be physically 
delivered to the buyer. 

FDX shot ahead $7% or 12 


per cent to S75. and Airborne 
Freight a smaller rival, rose 
$1% or 6 per cent to $3014. 

PacifiCorp, the Portland, 
Oregon, electricity utility, 
eased $% to $20*4 after the 
company confirmed a story 
in Saturday's Financial 
Times that it bad agreed to 
be taken over by Britain's 
Scottish Power in a stock 
deal worth more than $7bn. 
Traders cited worries about 
the possibility of a regula- 
tory review. Scottish Power's 
American depositary 
receipts, each comprising 
four shares, tumbled $38 or 
9 per cent to $408- 

Eli Ltlley was up S V* at 
$86ft on hopes it had come . 
up with a next-generation 
version of its best-selling 
Prozac drug, enabling it to 
surmount the problem of the 
looming expiration of the 
drug's patent 

TORONTO was higher at 
midday, boosted by gold 
stocks and Seagram. 

The TSE-300 composite 
index was up 15.66 or 0.25 
per cent at 6.354.70. Overall, 
eight of the 14 stock groups 
were lower at noon. 

Baxrick Gold was up 45 
cents to C$29.65 and Placer 
Dome was up C$1 to C$22.85. 
Seagram was up C$1.85 to 
C$55.95, driving the con- 
sumer products sub-index up 
1.44 per cent. 

Northern Telecom was up 
C$1.30 to C$73.20 and BCE, 
Canada's largest telecommu- 
nications company, was up 
30 cents at C$53.65. 

Royal Bank of Canada had 
lost 15 cents to C$7535 and 
Toronto Dominion Bank was 
down 35 cents at C$5030. 


There was little to inspire 
fund s and institutions in 
FRANKFURT yesterday, so 
early buying interest faded. 

With interest rates across 
several European countries 
reduced last week, German 
dealers had precious little 
other economic news or data 
to help trigger buying inter- 
est yesterday. 

Market specialists now 
believe there is little pros- 
pect of a further interest rate 
reduction in Germany ahead 
of January's launch of the 
single European currency. 
Turnover was thin and with 
several market participants 
said to have already 

0.06 or 0.69 per cent to 
1,11431. See Euro Prices page. 
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and the outlook for profits 
from the company's fertiliser 
division. The shares ended 


The prevailing winter winds 
sweeping across Scandinavia 
may be gusting in one direc- 
tion, but the region’s four 
stock exchanges still con- 
trive to blow hot and cold. - 
While Helsinki and Stock- 
holm have continued to 

regain ground after su mm er 

squalls. Oslo and Copen- 
hagen have proved much 

more volatile. 

Helsinki has been the real 
winner. The Hex index rose 
933 per cent last month, part 
of a near 50 per cent gain 
this year. 

Its stellar performance 
owes much to Nokia, the 
telecommunications giant, 
which accounted for 62 per 
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Sao Paulo ends poor 
run with strong gain 


SAO PAULO tracked Asian 
and European markets 
higher. recouping some of 
the substantial losses it has 
suffered over the past 10 
days. 

In early trading, the Bov- 
espa index climbed 271 or 
3.55 per cent to 7,898. 

The gain ended a poor run 
for the market, which had 
lost 1.467 or 16.1 per cent In 
the previous five days’ 
trading. 

The exchange plunged 8.8 


per cent on Thursday after 
the government suffered a 
congressional defeat that 
raised doubts about its abil- 
ity to Implement Its auster- 
ity plan. 

MEXICO CITY edged 
downwards as investors 
reacted to the government's 
decision to cut its estimate 
of average oil prices for next 
year. 

The IPC index drew back 
14.64 or 0.4 per cent to 
3,745.19 in early trade. 


decided to cease dealing this 
year, analysts expect volume 
to decline further over the 
next two weeks. The Xetra 
Dax ended the day 1.7 per 
cent down at 4,721.17. 

Among individual stocks, 
a couple of big trades were 
reported in BMW. The 
shares slipped DM10 to 
DM1,060. More positive senti- 
ment has started returning 
to the stock following the 
recent settlement at its 
Rover Group subsidiary In 
the UK. 

However, industrial giant 
Siemens declined 6.1 per 
cent to DM100, extending 
Friday's retreat which fol- 
lowed a disappointing meet- 
ing with analysts. 

BNP downgraded the stock 
from “outperformer" to 
"market performer” because 
of the group's failure to pro- 
vide information about Its 
current restructuring. 

PARIS saw thin trade in 
the absence of strong corpo- 
rate news and with some 
book-squaring. 

Dealers suggested many 
institutions had chosen to 
devote their attention to the 
squaring of books and 
adjusting portfolios ahead of 
next month's introduction of 
the euro. 


The tone of the market 
remained positive for most 
of the session and the 
CAC-40 eventually closed 
0.87 per cent up at 3.77L22, 
but with no published eco- 
nomic or trade data to give 
the bourse a firm lead, most 
attention focused on • the 
little corporate news there 
was. 

Shares in French building 
company Bouygues fell 
sharply after news that 
shareholder Francois Pinault 
had agreed to limit his stake 
in the company for the next 
three years. 

Bouygues, which jumped 
sharply last week on take- 
over speculation, lost 4.31 
per cent to FFr1,110. 

Friday's announcement by 
French computer group Bull 
that it was merging its elec- 
tronic payment systems 
activities with Ingenico saw 
its shares move strongly 
ahead. They rose 2.7 per cent 
FFr48.05. 

AMSTERDAM moved 
higher on steady buying, 
with the AEX index ending 
5.74 higher at 1.073.61. 

Vedior, the temporary 
employment agency, rallied 
after recent weakness to fin- 
ish FI 2 or 5.5 per cent up at 
FI 38. 

MADRID edged forward as 
investors stayed on the side- 
lines in advance of a holiday 
today. The general index 
closed 5.06 or 0.6 per cent 
higher at 830.03. 

Telepizza, the fast food 
chain, was the strongest per- 


former, adding Pta85 or 72 
per cent to end at Ptal.255. 
The stock was bolstered by a 
favourable newspaper 
report 

STOCKHOLM also saw 
thin trade, although the 
market was supported by a 
rally by telecommunications 
company shares. The gen- 
eral index rose 42.74 or 14 
per cent to 3.19833 on light 
turnover of SKr637bn. ‘ 

Ericsson, the telecoms 
equipment maker, gained 
SKr8 to close at SKr231. 

OSLO fell back as Norsk 
Hydro, the state-controlled 
industrial group, slipped to 
its lowest level for three and 
a half years. 

The Total Index shed 5.04 
or 0.6 per cent to close at 
89135. 

Hydro moved down from 
NKr24960 to touch NKr232 
at one point, reflecting can-, 
cerns about the low oil price 


at NKr244. 

ZURICH finished margin- 
ally up. pulling back after 
early gains as investors 
responded to a slow start on 
Wall Street. The SMI large- 
company index rose 363 or 
0.5 per cent to 6,859. 

Some Industrial stocks 
benefited from a lack of 
liquidity and posted signifi- 
cant gains. Sulzer gained 
SFr23 or 23 per cent to dose 
at SFr808, while ABB put on 
SFr37 or 23 per cent to fin- 
ish at SFrt.665. 

HELSINKI rose nearly 2 
per cent as Nokia, the tele- 
communications company, 
finished at a new high. The 
Hex index ended 91.73 or 13 
per cent higher at 5JL67.Q9. 

Nokia gained FM14 or 23 
per cent to end at FM561. 
The stock has risen more 
than 80 per cent in the last 
two months. 

Nokia' s success helped 
other telecoms and technol- 
ogy stocks move higher, 
with several closing at 
all-time highs. Raisio, the 
food and chemicals group, 
jumped FM2 or 33 per cent 
to FM62 on expectations that 
it would soon make an 
announcement about the US 
launch of BenecoL its choles- 
terol-cutting food agent 

Written and edited by Joel 
KBnzo, Michael Peal, Prior Han 
and Paul Grogan 


turnover. Optimism about 
Nokia's product portfolio 
helped lift Helsinki telecoms 
more than 10 per cent 
But there have been other 
strong performers. Insurance 
and food shares have both 
risen nearly 15 per cent 
Across the Baltic Sea, 
Stockholm has been pulled 
along in Nokia's jetstream. 
The company’s krona-quoted 
shares have risen 55 per cent 
on the year, helping last 
month to propel the Swedish 
bourse ahead 123 per cent 
That rise was also fuelled 
by gains at Ericsson and 
Astra, Sweden's world-class 
telecommunications and 
pharmaceutical groups. 
Ericsson was up 23 per cent 
on the month, while Astra 
gained 7.3 per cent 
Sentiment towards Erics- 
son has improved steadily 
since early autumn, when 
the market was slightly 
unnerved by the latest reor- 
ganisation plan - involving 
a shift frqm a product-based 
structure to one based on 
regional divisions. 

Astra has been in demand 
on rumours it might merge 
with a US or European rival. 
Speculation that Hakan 
Mogren, the company's com- 
bative chief executive, may 
stand down has further bol- 
stered the price. 

The monthly performance 
in Oslo and Copenhagen has 


been sorry by comparison - 
the two exchanges were the 
only bourses in western 
Europe to fall last month. 
The Oslo ail share index 
came back more than 5 per 
cent on turnover of 
NKr35.6bn, reflecting its 
overdependence on oil 
stocks, while Copenhagen 
shed 13 per cent. 

Both bourses were pulled 
down by weak shipping fig- 
ures. even though ba n ki n g 
stocks held up. The banks 
were helped by the friendly 
takeover of Norway's Fokus 
Bank by Den Danske Bank, 
although the Danish suitor 
has yet to complete the deal 

The weakness of the two 
exchanges has increased 
pressure for consolidation In 
the region. Copenhagen has 
already agreed to pool equity 
trading with Stockholm next- 
year, and there Is mounting 
speculation Oslo will follow. 

Helsinki, aware of its over- 
dependence on Nokia, has 
signalled it could join the 
London-Frankfurt alliance. 
After ignoring overtures 
from Stockholm, It has also 
announced a strategic alli- 
ance with Eurex, the Joint 
German and Swiss deriva- 
tives market 

Such moves reflect grow- 
ing recognition among small 
regional exchanges that they 
cannot rely on a few large 
international companies to 
ensure their liquidity. 

Tim Burt 
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Rand nerves slow Jo’burg 


SOUTH AFRICA 


Nerves about the rand and a 
slowing of foreign buying 
interest checked the advance 
on the Johannesburg Stock 
Exchange. 

As was the case in several 
other markets around the 
world, analysts indicated a 


reluctance to deal on the 
part of foreign Institutions 
ahead of the launch of the 
single European currency in 
January. 

However, traders reported 
firm interest in gold stocks. 
The all share index finished 
below the day's peak, closing 
0.69 per cent up at 5347.6. 


Hong Kong leaps on rate cuts 


ASIA PACIFIC 


Shares tn HONG KONG 
surged almost 5 per cent as 
investors reacted positively 
lo interest rate cuts in China 
and Hong Kong and Friday's 
strong performance on Wall 
Street. 

The Hang Seng index 
closed 465.68 or 4.7 per cent 
higher at lo.428.82. Turnover 
was HK$6.22bn. compared 
vrith HKS43lbn on Friday. 

Chinn's cenh-al bank 
announced on Sunday that it 
would reduce both lending 
and deposit rates, bolstering 
the positive sentiment that 
had resulted from a similar 
cut by Hong Kong banks on 
Friday. 

Banks and property com- 
panies prospered on news of 
the rate cuts. HSBC Hold- 
ings jumped HKSIQ to 
HKS196. 

Investors in TOKYO took 
heart from the rise an Wall 
Street on Friday, although 
trading was thin ahead of a 
special quotation of futures 
and options at the end of the 
week. 

The benchmark Nikkei 225 
average closed up a modest 
83.52 points at 14.723.49, 
writes Michiyo Nakamoio. 
The Topix index of all listed 
shares rose 4.28 to 1,125, 
while the broader-based Nik- 
kei 300 was up 0.80 at 224JJ5, 

Some exporters were firm 
on the back of New York's 
strength. Sony rose Y60 to 
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Y8.950 while Canon gained 
Y30 or 1.2 per cent to Y2£85. 

On a day short of market- 
moving news, the positive 
mood was enhanced by 
hopes that the government's 
agreement to form a coali- 
tion with the opposition Lib- 
eral party might lead to an 
increase in the scale of tax 
cuts. 

Prime Minister Kelzo Obu- 
chi, who has strongly pro- 
moted the coalition, said yes- 
terday that he wanted to cut 
tax as much as possible. 

The Liberals have been 
calling for more dramatic 
reductions as well as a tem- 
porary freeze on consump- 
tion tax. 

The prospect that the cabi- 
net might contain Liberal 
ministers helped raise expec- 
tations that the government 
would take more aggressive 


measures to boost economic 
activity. The Liberal party 
has been calling for more 
action to stimulate demand. 

However, investors were 
discouraged by concerns 
abou t supplies of shares In 
NTT, the state-controlled 
telecommunications busi- 
ness, ahead of the sale of a 
fourth tranche of the 
stock.The finance ministry 
plans to release lm shares in 
NTT, in which the govern- 
ment has a 65.4 per cent 
stake. 

Trading volume was thin, 
with just 240m shares chang- 
ing hands, compared with 
344m on Friday. 

SEOUL ended sharply 
higher as the exchange 
posted record trading vol- 
umes on the first day of 
extended trading hours. The 
Kospi index closed 23.S1 or 
per cent up at 5K52. 

Turnover was 327m 
shares, compared with the 
previous record of 244.84m 
set last Friday, 

Brokers said the rise 
reflected satisfaction that 
Moody’s Investors Service 
had announced that it would 
assign an investment-grade 
rating to won-denominated 
bonds. 

Taipei opened almost 2 js 
per cent higher on news of 
the ruling Nationalist par- 
ty’s victory in the parliamen- 
tary elections on Saturday.- 

But the weighted index fell 
back to end up 101.50 or M 


per cent at 7,303.34 as profit- 
takers moved in. 

The market opened at a 
high for the day of 7,375^1 
as investors responded to 
the Nationalists' success in 
increasing their share of par- 
liamentary seats from 51 per 
cent to 55 per cent Paper, 
cement and rubber sectors 
each ended more than 3 per 
cent higher. 

JAKARTA tracked the 
rises on other bourses in the 
region, ending a recent run 
of profit-taking. The compos- 
ite index gained 9.07 or 2.3 
per cent to end at 399.46. The 
index had previously shed 
8.1 per cent since it closed at 
42439 on November 23. 

Analysts said the rise was 
founded on purchases in 
blue-chip companies. Teleko- 
monikasi Indonesia, the par- 
tially privatised telephone 
utility, climbed Rpl50 or 53 
per cent to Rp2,875. 

SINGAPORE experienced 
mixed fortunes as dealers 
concentrated on banks and 
blue-chip companies. 

The Straits Times index 
closed 19.69 or 13 per cent 
higher at 1,376.82. 

Banks continued to benefit 
from the central bank's deci- 
sion to case capital adequacy 
ratio requirements for local 
institutions. 

OCBC Bank foreign put on 
55 cents or 5.6 per cent to 
dose at S$10-30, while Kep- 
pel Bank gained 8 cents or 3 
per cent to finish $2.75. 


Sale of the participating interest in 
the Isar 2 Nuclear Power Station (KKI 2) in 
Essenbach near Landshut, Germany 


Stadtwerke Munchen GmbH intend to sell their 25% interest in the 
Isar 2 nuclear power station (KKI 2) in Essenbach near Landshut. 
Stadtwerke Munchen are therefore looking for a prospective buyer who 
can operate the nuclear power station and dispose of its nuclear waste 
responsibly with the other holding partners Bayernwerk AG (40 %), Isar 
Amperwerke AG (25%) and Energieversorgung Ostbayem AG (10%). 

The nuclear power station was built by Siemens/Kraftwerk Union as one 
of three pressurized-water reactors for the nuclear power stations 
Neckar 2 (GKN 2) and Emsland (KKE) (so-called convoy stations of tden- 
tical design) and commissioned for service on 22nd January 1988. 

KKI 2 has a total gross electric capacity of 1440 MW (1365 MW net), 
As a result of its high technical standard the power station was able to 
generate a gross electric energy of 11,539 GWh in 1997. The availability 
factor in the same year was 94 %. Since the station was set into opera- 
tion in 1 988 it has generated more than 1 10,000 GWh. The KKI 2 station 
supplies base load electricity primarily for Bavaria and its capital Munich. 

KKI 2 ranks among the most cost-effective German nuclear power 
stations, thereby offering excellent opportunities to sell electricity from 
this station on the now liberalized electricity market. 

Parties interested in this opportunity can obtain further information by 
quoting "KKI 2, Sale of Participating Interest" when contacting: 

Stadtwerke Munchen GmbH 

The Management BlumenstraSe 19, D-80287 Munich, Germany 





Stadtwerke Munchen 
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